


Announcing 


A Greater Service 
to Investors 


Four years ago, Babson's Reports broke 
all precedents with the announcement 
of a Supervised Investment Service for 
$120 a year. In taking that forward 
step, we accepted a fact well known 
to every seasoned investor: 


It is utterly impossible for anybody 
to supervise successfully a// securities. 


That was why we focused our efforts 
on certain issues which offered the 
real opportunities. 


The practical results of such con- 
centration have been impressive. For 
example, in a recent test period covering 
23 months, the Babson Supervised 
List rose in market value over 
152%, while the Dow-Jones 
Composite Average advanced 
only 100%. 


Based on four years of successful 
experience, we have now extended 
our supervision to a somewhat larger 
list of securities. This means an even 
more comprehensive service to you as 
an investor. The list of securities we 
are now watching includes at present 
about three hundred issues. These 


stocks and bonds are well diversified. 
They are under constant supervision. 
They represent the market’s real 
income-producers and _ profit-makers. 


When you subscribe to Babson’s 
Reports, fully half of your holdings 
undoubtedly will be on our List,— 
unless you are over-concentrated in 
Government, municipal, real estate, 
bank, insurance, or local securities. 
(In that case your portfolio needs re- 
vision.) Hence, with a few changes, 
the majority of your stocks and bonds 
will come within our List and receive 
our constant supervision. No change 
is ever made in our List without 
immediate notice to clients. 


To increase and protect your income 
and profits is the purpose of Babson’s 
Reports. In the thirty-three years this 
organization has been serving invest- 
ors, improvements have been continu- 
ous. Clients have benefitted steadily. 


Today’s enlarged Supervised Service 
constitutes still another forward stride. 
Let us show you how it fits your per- 
sonal needs and can relieve you of 
investment worries and burdens. 








Write or wire to Babson’s Reports 


Babson Park, Massachusetts 
Or phone Los Angeles office: “ORegon 3982” 4 


for FULL Particulars 
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Babson’s Reports 
Dept. -277 Babson Park, Mass. 


Write or wire home office; OR—phone 
Los Angeles office, ““ORegon 3982’’. 


Without charge or obligation send full 
particulars of new service for Investors. 
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An Invitation To 


New Readers 


After reading this issue, we are 
sure you will want every issue 
of The Magazine of Wall Street 
—that you will want its timely 
interpretations of developments 
in the worlds of business, eco- 
nomics, politics — and _invest- 
ment. 





It is The Magazine of Wall 
Street’s task to see these devel- 
opments —to interpret their 
course to the thousands of busi- 
ness executives and _ investors 
who are its readers. 


By regularly reading The Ma- 
gazine of Wall Street you can 
attain a clear picture of the 
trends of business and securi- 
ties markets days, and some- 
times weeks, before the infor- 
mation is available through the 
usual channels. 


Ac t now to receive the coming 

issues promptly during the im- 
portant months ahead. Every 
issue will contain timely infor- 
mation of real money-value to 
you. Take advantage of our spe- 
cial “get - acquainted”  short- 
term rate. 


The Magazine of Wall Street 
90 BROAD STREET, NEW YORK 


I enclose $1.00. Send me the four issucs 


beginning with your next issue. 


O) If you would like to have this special 
effer cover cight issues instead of four, 


check here and enclose $2.00. 


3-27-ST 
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With Th\e Editors 





Protectwe Committees 


DurinG the past depression as in 
all previous major economic upheav- 
als, many security holders have lost 
substantial parts of their invest- 
ments through bankruptcies. 

“All of my past savings are gone!” 
“Is there no method by which I can 
salvage at least part of my invest- 
ment?” “Have I no way to voice 
my own opinion in connection with 
straightening out this company’s af- 
fairs?” These and many similar 
questions taken at random from our 
files testify fully to the dire cries of 
many of the people who ask “what 
can be done about it?” 

Yes, there are some things that 
may be done about it. The main 
purpose of so-called “protective com- 
mittees” is to keep the investor free 
from the exploitation of the unscru- 
pulous. But one should first make 
sure that the members of the pro- 
tective committee have not only 
legal acumen but a thorough knowl- 
edge of the business and industry. 

Our intention is not to state that 
all protective committees are com- 
posed of ruthless individuals at- 


tempting to further their own wel- 
fare and financial gain. In truth 
there have been many composed of 
fair-minded men who have efficiently 
brought about satisfactory reorgan- 
izations. On the other hand, one of 
the unfortunate results of the depres- 
sion has been the out-cropping of the 
“protective committee business.” It 
offers a most fertile and lucrative 
field to members of the legal profes- 
sion and to many others who aim to 
weed out the stockholders of defunct 
corporations. Through carefully 
worded letters and brochures, the 
stockholder is made to feel his only 
hope of salvaging any substantial 
portion of his original investment is 
for him to deposit his securities and 
authorize this committee to act fully 
for him. 

It is a rather singular fact too that 
many protective committees are 
composed of one or more of the same 
people who make it their business to 
go from one company to another in 
search of new opportunities for their 
activities. We were also somewhat 
surprised to learn that the protective 


committeé acting for Kreuger & Toll 
stockholders voted themselves $290,- 
000—an amount equal to about one 
third of the total value of the de- 
posits it obtained A tidy sum! Of 
courses there is no question about 
the fact thac tney are entitled to pay- 
ment for their endeavors and ser- 
vices. That proportion however 
seems somewhat out of all reason. 

We feel that those who are the 
victims of large losses should cer- 
tainly be free from exploitation of 
this kind. What has gone before 
cannot be mended now but surely 
this subject is one that needs the 
careful consideration of all stock- 
holders who are faced with this prob- 
lem in the future. We are not sug- 
gesting penetrating governmental in- 
vestigations of the activities of any 
of these groups; possibly the torch- 
light of publicity will suffice to over- 
come this evil. In any event in- 
vestors as a whole will do well to 
consider carefully not only the plans 
of all committees formed to “pro- 
tect” their interests but the person- 
nel of these committees as well. 





IN THE NEXT ISSUE 


Head-On Inflation Through Commodity Prices 


Counselling the Businessman and Investor 


BY NORMAN TRUMBULL CARRUTHERS 





Quarterly Review of Market Leaders 


BY STANLEY DEVLIN 
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Power ultimately to be generated at the Government's Bonne- 


ville Dam on the Columbia River, now almost completed, will 
be two and one-half times the existing electric capacity of that 
entire area. Who will use it? See what Federal Power Means 


to the Public Utilities, Industry and Investors on Page 754. 
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The Trend of Events 


FLOUTING THE LAW .. .. In Michigan <cit-down 
strikers and their union leaders continue to flout the 
law and the courts. It is obvious that this epidemic 
of illegal property seizures began when the General 
Motors strikers demonstrated that the State authorities 
would refuse to enforce court-ordered eviction because 
of fear of bloodshed. Flagrant violation of law feeds 
upon itself, breeding imitation ever faster. The sympa- 
thetic Governor Murphy gave Michigan’s militant labor 
an inch. Presuming upon his sympathy, it has taken a 
mile. 

Now it is suggested that some legislative remedy be 
sought—but if union leaders can ruthlessly over-ride 
existing law what reason is there to suppose that they 
will obey a new law if and when it appears to conflict 
with their purposes? In the final analysis, the only way 
to uphold the law is to enforce it. If this should result 
in bloodshed in Michigan it will be because a well- 
meaning Governor made the mistake of not taking a 
firm stand in the first instance. 

Sit-downers got out of the Douglas plant in California 
when the law enforcement authorities made it perfectly 
clear to them that they would be put out, with or with- 
out bloodshed. The authorities in Illinois, New York, 
New Jersey, Massachusetts and other states have taken 
similarly firm positions. In none of these has there 
been any slaughter of recalcitrant workers by police or 


militia. None is needed in Michigan. The longer that 
state’s officials dodge a show-down, the worse the situa- 
tion will become and the harder will be any reversal 
of policy. It does not pay to temporize with law 
breakers. When the courts can be mocked with im- 
punity, there will be no security for anyone, including 
workers and labor unions. 


PREVENTING INFLATION ... The Chairman of the 
Federal Reserve Board warns that we are in danger of 
a destructive inflation, but blames it upon non-mone- 
tary factors. The recent sharp increases in commodity 
prices, he says, are due mainly to the world armaments 
race, to strikes and to monopolistic practices both in 
organized labor and in industry. The chief safeguards 
he suggests are increased production and a balanced 
Federal budget, by increased taxes if necessary. He 
argues against any reversal of the Administration’s easy 
money policy. 

It is true that the non-monetary factors cited are the 
most direct causes of rising prices, but it is also true 
that the money supply—bank deposits—plays a per- 
missive role. Largely through deficit financing, the 
Administration has inflated bank deposits to a level 
$2,000,000,000 higher than in 1929. It is to be doubted 
that even a cessation of further bank deposit inflation 
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would necessarily prevent a boom, for normal turnover 
of existing deposits would support a business volume far 
higher than we have ever known. 

There is considerable historical evidence to suggest 
that the only effective remedy is to raise interest rates 
and raise them until the desired reaction is experienced. 
At the top of a vastly inflated era, as in 1929, that would 
mean a great and protracted deflation. In the present 
setting, with recovery incomplete and little speculative 
credit outstanding, it would mean no more than a cor- 
rective interlude. In the face of such strongly infla- 
tionary non-monetary influences, there is a bigger chance 
that a turn to a hard money policy would prove in- 
effective than for it to start a spiral of real deflation. 
Meanwhile, we see little—aside from the Treasury’s 
own refunding needs—to support the policy of dirt cheap 
money. Today, for example, the commercial paper rate 
is 34 of 1 per cent. Toward the close of 1922 it was 
41% per cent, but that rate did not prevent or slow 
down the recovery then in progress. It would prob- 
ably be a good thing if everybody, including the Trea- 
sury, had to pay more for credit. Restrictive policy 
could be reversed again, if the actual needs of business 
so dictated. Meanwhile, the longer application of the 
brakes is withheld, the greater the risk grows. 


RECOVERY IN BUILDING .. . Volume of residential 
building during the first two months of the year was 
105 per cent higher than a year ago, although, due 
largely to the slowing down of the P W A program, 
total construction for this period showed a gain of only 
33 per cent. Because of the large number of persons 
employed and the quantities of materials required, the 
trend of construction this year will have an important 
effect on total economic activity. The building outlook 
remains generally favorable—but is not without some 
clouds. 

It can be taken for granted that the large increase 
in residential building in January and February was 
due in part to an abnormally mild winter. Thus, some 
of it represented projects that would otherwise have 
been started in the spring. It is probable, too, that in 
part it reflected anticipation of higher costs of materials 
and labor. Prices of building materials are now back 
to the boom time level and in some instances above it, 
although present demand is only half that of the boom 
period. Moreover, shortages of skilled building crafts- 
men are beginning to be felt, for few apprentices entered 
this field during the depression years and deaths of 
- older workers or transfers to other occupations have 
reduced the total. 

For the present, although the rise in residential rents 
has slowed down in reflection of new homes coming into 
the market, speculative builders argue that rising costs 
are actually stimulating construction, since buyers an- 
ticipate still higher prices. That is subject to doubt. 
for no one knows how much bigger the volume would 
have been at lower prices nor does anyone know how 
many projects are revised as to size or quality of mate- 


rials because costs have outrun original plans. Cer, 
tainly for the longer term, excessive costs will limit the 
recovery of a vital sector of our economy. 


REPEAL THE CAPITAL GAINS TAX... The apparent 
indifference of the Administration to growing criticism 
of the capital gains tax is difficult to understand. Here, 
if there ever was one, is an unscientific and uneconomic 
lax. As publicly pointed out by Morris S. Tremaine, 
Comptroller of the State of New York, it does not pro- 
duce the revenues that were expected of it; it tends to 
force American capital into foreign security markets at 
the rate of hundreds of millions of dollars a year; and it 
encourages investment by the wealthy in tax-exempt 
bonds. 

Mr. Tremaine estimates that the tax is not only not 
productive to the Federal Government but actually 
deprives it of $250,000,000 a year as a result of the lower 
turnover tax on securities and as an indirect result of 
retarded economic recovery. This official’s interest in 
the matter lies in his belief that, for the same reasons, 
it is depriving New York State of between $9,000,000 
and $10,000,000 a year in tax revenues. 

To these criticisms we would add that a penalty tax 
on security profits necessarily keeps a bull market on a 
somewhat artificial basis. Mr. Tremaine’s views are not 
those of a “Tory” or a Wall Streeter. They come from 
a Democrat and the highest financial officer of the big- 
gest state in the Union. As such, perhaps they will 
attract a little attention in Congress. We hope so. 


REVENUES AND BUDGET... Preliminary reports on 
Federal income tax receipts indicate that the Govern- 
ment’s income from this source in 1937 may be larger 
even than in 1929. It is therefore quite likely that the 
Treasury not only will do no more new borrowing from 
the banks but may actually begin to retire its present 
debt. That will be possible, however, only by utilizing 
Social Security revenues—against which a liability is 
set up for the future—and by spending recoverable 
assets as fast as they are recovered. 

Unfortunately, even recovery of near boom propor- 
tions in business does not seem to make any appreciable 
dent in Federal spending, whether for relief or other- 
wise. The Government continues to run at a big deficit, 
even though cash income is coming close to cash outgo; 
and huge revenues appear significant chiefly because 
they permit our public servants to continue to spend 
in the style to which they have become accustomed. 


THE MARKET PROSPECT. . . Our most recent im 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 736. The coun- 
sel embodied in the feature should be considered in 
connection with all investment suggestions, elsewhere in 


this issue. 
Monday, March 22, 1937. 
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Os 9 Soo je! 


BY CHARLES BENEDICT 


WHEN MAD MEN LEAD THE BLIND... 


angels weep. And spread their wings to break 
the fall of the simple and unseeing humans as they step 
over the edge. Otherwise, man would not survive his 
many vicissitudes. 

Torn and bleeding, with their wounds still open, the 
people of Europe are again being rushed headlong into 
disaster. The last war has not yet been paid for, nor 
have the nations recovered from its enervating effects, 
yet they are already involved in a terrific armament 
race Which menaces their whole economy and threatens 
financial ruin, if not the destruction of the entire Euro- 
pean civilization. And what is more, it will inevitably 
involve the rest of the world, including the United 
States. 

Already we are feeling the effects in the rapidly ad- 
vancing prices for commodities due to the unprecedented 
demand for raw materials to be used in the manufacture 
of munitions and for reserves. This, together with the 
inevitable general currency devaluation, brings the spec- 
tre of disastrous inflation to our very door. 

Germany’s bankruptcy and her social and economic 
disintegration are self evident. Pity the people under 
the rule of gangsters! 

France is trembling on the brink of active civil war 
resulting from unsound leadership dating as far back 
as the “tigerish peace terms” of Clemenceau. Today, 


Pictures, Inc. 


economically at a low ebb, France again faces the tragedy 
of further devaluation. 

In Italy economic figures have not been issued for two 
years so that the status of the country and its financial 
affairs are largely an unknown quantity; but the price of 
its currency is surely fictitious, and the country would 
be in virtual bankruptcy today were it not for outside 
financial resources available to the Italian State. 

It is this particular situation that awakened England 
and which is responsible for her gigantic armament pro- 
gram. She had counted on the collapse of the Italian 
economy to dull the edge of Mussolini’s ambition, for it 
is not Hitler that England fears but Mussolini whose 
realization of empire can only be at the expense of 
Britain. Besides, the Nazis have already passed the 
peak of their power everywhere. 

Today, with the British Empire in jeopardy, almost 
her whole productive capacity is being absorbed in the 
manufacture of war munitions on such a vigorous scale 
as to greatly increase the price of raw materials and 
effect the value of sterling. This constitutes a grave 
danger to the whole world, including the United States, 
because of England’s vast influence and the many cur- 
rencies which are tied to the pound sterling. The germ 
of world inflation on a scale not yet seen lies jn this 
situation. 





Construction of huge planes being pushed at Saunders-Roe, Ltd., Cowes, England, one of the largest aircraft works in the world. 
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The Market in the Next Quarter 


BY A. T. MILLER 





= experienced the sharp- 


rate of the past several years, 








est general reaction in several 140 
months, the market is probably 
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limited number of groups re- wu 
cently prominent on the up side, a 
such as steels and rails. Since 
the earnings trends in_ these 
groups are highly favorable, 
recession can probably be consid- 
ered merely as technical correc- so\fv— 
tion of the recent over-fast ad- 





























Moreover, due to substantially 
increased operating costs and 
some concern regarding consum- 
er reaction to higher prices in 
coming months, there is a tend- 
ency to scrutinize earnings po- 
tentialities with somewhat great- 
er realism. We have seen this 
in the prompt reaction of some 
leading stocks when published 
earnings statements did _ not 
come up to previous rosy ex- 
pectations. 

On the whole, therefore, we 
are inclined to view any near- 
term rally with a questioning 
eye and to look for irregular, if 
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tendencies in a majority of 
groups over the next few weeks. 
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in such reactionary periods as de- 








velop over the next few weeks. 

As pointed out heretofore, the selectivity. of the mar- 
ket was increasing for weeks prior to the current reac- 
tion. Many groups, including motors and accessories, 
utilities, building shares, farm equipments, cans, tobac- 
cos, sugars, finance company stocks, variety chains and 
electrical equipments, were in negative or pit gp 
phases before reaction became general. As a result, 
goodly portion of the market has had a greater correc- 
tion than is indicated by the performance of the past 
week. It is therefore to be doubted that at present the 
general speculative position is top-heavy to any impor- 
tant extent. 

This opinion does not imply that we favor any de- 
parture from caution and close discrimination in inter- 
mediate trading operations or new investment commit- 
ments, even though the longer business outlook remains 
favorable. As we see it, the major problem to be con- 
sidered is not that of possible general liquidation, for 
we see no likelihood that it will develop—but the ques- 
tion of continuing investment demand. Despite a froth 
of speculation, cash investment buying has been the 
backbone of the market. The trend toward greater and 
greater selectivity during recent months indicates wan- 
ing investment demand in many groups. This may be 
a temporary revision of earnings appraisals. Possibly 
at present or moderately lower levels some of the re- 
cently backward groups may again invite investment 
attention. On the other hand, due to the termina- 
tion of the Government’s deficit financing, investment 
purchasing power is not being created at the great 
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In any such further period of 
correction, however, we would be on the look-out for 
investment and longer range speculative opportunities 
in issues favored by prospect of sharply higher 1937 
earnings. Heavy steels, the better grade rails and vari- 
ous specialties fit these requirements. 

Added reason for some doubt as to the near-term 
trend of the market may be found in examination of the 
chart reproduced at the top of this article. It will be 
seen that industrials in the London market and our own 
industrials have followed a remarkably similar pattern 
during the past two years and that reactions in the Lon- 
don market have usually preceded reactions here. Since 
the start of this year British industrial equities have 
experienced a rather substantial decline. Recent reac- 
tion here preserves the similarity. It does not follow, 
however, that it must necessarily attain the scope of the 
British recession, which was due mainly to a marking 
down of the better grade dividend-paying equities in line 
with a bond decline induced by the impact of the heavy 
British borrowing for re-armament. We have no such 
factor here, although there is a partial parallel in recent 
sagging tendencies in United States Government and 
other gilt-edged bonds in reflection of a view that inter- 
est rates are on the way up, however slowly. It is prob- 
ably safe to conclude that easy money as a bull argu- 
ment on stocks has passed the peak of its influence and 
that increasing reliance must be put on the factor of 
earnings. 

At first glance it appears paradoxical that the market 
became “jittery” at precisely the time that several 
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Recent extensive reaction probably justifies near-term rally, 
after which further test is likely. We look to irregular correc- 
tive phase over the next few weeks as opportunity for selec- 
tive investment and longer-range speculative commitments. 


prominent New Deal officials were giving public warning 
of the dangers of an inflationary boom. The answer is 
that uncertainty as to what the Administration proposes 
to do about the problem created nervousness sufficient 
to unsettle a market already in need of some correction. 
With trading and investment bids withdrawn or lowered, 
we had the familiar “thin market” reaction with little or 
no increase in volume. 

We are frank to say that we have no idea what the 
Administration will do, if anything, toward checking a 
price boom which the Chairman of the Federal Reserve 
Board blames chiefly on non-monetary factors such as 
the world armaments race, higher wages and shorter 
hours, and “monopolistic practices” by both some labor 
unions and some sections of industry. Chairman Eccles 
urged as safeguards a balanced Federal budget, by higher 
taxes if necessary; increased production; and, presum- 
ably, Government attack on labor and _ industrial 
monopolies. 

Increased production will take time and will come 
about naturally as a result of profitable prices. Congress 
plainly has no stomach for higher taxes and talk of 
retrenchment can be taken with a big grain of salt. As 
for monopolies, it is a good bet that there will be a show 
of action aimed at some big corporations—which will 
take time and be of doubtful effectiveness—and that 


neither Congress nor Administration will do anything to 
alienate labor votes. 

In fact the most interesting aspect of the situation 
is that some influential members of Congress appear to 
be distinctly annoyed at Mr. Eccles for his warning. The 
general tenor of cloakroom conversation among Con- 
gressmen is reported to be something like this: “We 
promised higher prices, wages and profits. Why should 
we turn back on this pledge? Prices aren’t too high, 
except maybe in some manufactured goods and we can 
control that. Everybody wants prosperity. There’s 
nothing dangerous in the picture. Let’s not rock the 
boat, ote. ...” 

It is also illuminating to observe that some officials, 
notably Secretary of Agriculture Wallace, are using the 
specter of a run-away boom as an argument why the 
Government should be given greater regulatory powers 
by the method of changing the composition of the 
Supreme Court. The conjecture has been advanced by 
some opponents of the court plan that the Government 
desires power to regulate wages, hours and prices. It is 
quite possible that uncertainty on this point has con- 
tributed to nervousness. 

The stock market, despite excellent business, can 
hardly be entirely easy in mind until the Administration 
decides what, if anything, it proposes to do. 
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Can Consumers Absorb 
Higher Prices Today? 














BY JOHN D.C. WELDON 


PAYROLLS 


1923 = 100 


—_ months have brought 
spectacular wage increases in nu- 
merous manufacturing industries; 
farm income continues to run 14 
per cent higher than a year ago; 
and there have been huge gains in 


dividend payments. Viewing these — 


1929 1930 














COST OF LIVING 


1934 | 1935 1936 


{ 























1931 1932 | 1933 





phenomena, various financial com- 
mentators, government officials and 
other observers of the economic scene enthuse over the 
“great rise in public purchasing power.” Statisticians 
even figure out for us by exactly how many cents on 
the dollar the “average citizen” is now better off than 
he was a year ago. 

Now there is no such thing as an “average citizen.” 
Weekly income is a wholly individualistic thing and 
varies enormously from occupation to occupation. It 
follows that the “trend” of national purchasing power 
is a conglomerate of innumerable individual trends. 
Precisely as in the stock market, some of these indi- 
vidual trends of purchasing power are up and some are 
down. This is both interesting and important, for since 
most of us make a living by—in effect—exchanging 
our labor for the labor of the other fellow, a gain in 
purchasing power for one man may mean a loss in pur- 
chasing power for another. 

Generalization is the curse of “the dismal science” of 
economics. We do not set out here to prove any pre- 
conceived notion as to the current trend of and prospect 
for the “average consumer’s” purchasing power, but we 
know that prices of most goods have risen sharply in 
recent months; and we have reason to suppose that this 
rise will continue and that its impact will be felt in- 
creasingly in the cost of living; and we propose as best 
we can to take a realistic look at what is happening 
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to the purchasing power of our various major occupa- 
tional groups. 

Under normal prosperity, about 40 per cent of our 
total population is gainfully occupied. For our pur- 
poses here, then, let us say that we are dealing with 
the purchasing power of some 51,000,000 individuals, of 
whom let us say 46,000,000 are gainfully occupied and 
5,000,000 capable of gainful occupation are being sup- 
ported by public relief. The evidence indicates that a 
majority of these 51,000,000 have more purchasing power 
today than they had a year ago—but the startling fact 
is that fully 20,000,000 appear to have less purchasing 
power than they had a year ago. Moreover, there is 
some reason to believe that about half of the 51,000,000 
are currently losing purchasing power because present 
income is lagging behind the present trend in living 
costs. 

For the present, therefore, the tendency of the up- 
ward wage-price spiral in important lines of manufac- 
turing industry is to increase economic disequilibrium 
by raising living costs of millions of gainfully occupied 
persons whose incomes are not rising proportionately. 
We have here fuel for discontent among all groups 
whose purchasing power is lagging. We have here, also, 
a trend which, if continued, is quite certain ultimately 
to react unfavorably on business activity. Whether it 
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will reach the danger point will depend, obviously, on 
(1) whether incomes of the non-manufacturing classes 
increase or (2) whether the cost of living flattens out. 

Before attempting to foresee future trends, let us 
have a look at the present setting. For our purposes, 
we will make the following rough occupational break- 
down of the 51,000,000 with whose purchasing power 
we are concerned: Farmers, 10,000,000; manufacturing, 
9,000,000; trade, 6,000,000; domestic and personal ser- 
vice workers, 4,500,000; clerical, 3,500,000; professional, 
3,500,000; transportation and communication, 3,500,000; 
mining, forestry and fishing, 1,000,000; public services, 
including school teachers and military and naval forces, 
2,500,000; construction, 2,500,000; on relief, 5,000,000. 

For manufacturing workers and certain non-manufac- 
turing groups we have adequate data on weekly earn- 
ings from the United States Department of Labor, the 
latest figures available being for December, 1936. Com- 
paring these figures with corresponding figures for De- 
cember, 1935, it is easy to get the change in money 
income. By adjusting income change to change in the 
cost of living, as compiled in the weighted index of the 
National Industrial Conference Board, we arrive at the 
change in real wages; and by making a different adjust- 
ment to the Fairchild retail price index we arrive at 
change in purchasing power in terms of general mer- 
chandise other than food. In the accompanying table 
these comparisons are made for fourteen occupational 
groups and sub-groups. 

For other groups, including farmers, public service 
and relief clients, we shall have to rely on less adequate 
data, as well as on some generalized conclusions. It 
must be borne in mind as to all data that the official 
figures are from two to three months old and thus can 
not mirror the present situation. As a generality, how- 
ever, it is probably true that the groups showing the 
largest gains in December, as compared with a year 
before, retain the advantage today; and that most 
groups lagging in purchasing power in the December 
comparison lag still more today—since wage increases 
in recent weeks have centered largely in manufacturing 
industry and since the pace of the rise in living practical- 
ly all costs and in most retail prices of general merchan- 
dise has quickened materially: since the first of the vear. 

The “average” worker in man- , 





For all other principal occupational groups, for which 
the Department of Labor supplies weekly earnings data, 
changes were nominal. Workers in wholesale trade in 
December were 20 cents a week better off in real wages 
than a year previously but less able by 19 cents a week 
to buy the general merchandise that they handled for 
others. In retail trade the comparable figures were 30 
cents and 1 cent. In these two groups there are nearly 
6,000,000 people. Since the cost of living since Decem- 
ber has been rising faster than was the case last year 
and since there has been no general tendency toward 
materially higher wages in this field, it is a safe assump- 
tion that these 6,000,000 now have less purchasing power 
than a year ago and are losing more purchasing power 
each week as their incomes lag behind rising living costs. 


Real Wages Lower 


Real wages of telephone and telegraph workers in 
December were 17 cents a week lower than a year before 
and those of electric and gas utilities were up by only 
22 cents a week. Although weekly earnings here are 
relatively good, purchasing power of these groups is cur- 
rently declining. Hotel workers in December were re- 
ceiving only $13.92 a week and had lost 19 cents a week 
in real wages during the year; workers in dyeing and 
cleaning establishments were down 4 cents a week in 
real wages and employees of laundries had a gain of 15 
cents. The situation of these three groups may be taken 
as fairly representative of that of the whole field of per- 
sonal service occupations, including domestic servants. 
Under this broad classification there are something like 
4,500,000 persons. There can be little question that the 
cost of living at present is rising faster than their money 
incomes. 

Data on earnings of clerical workers, who number 
some 3,500,000 and make up a goodly part of the white- 
collar class, is inadequate; but there never was a price 
inflation that did not leave them behind and the present 
one is no exception. By and large, the weekly real wage 
of this group probably is now less than it was a year ago 
and is declining. 

The same is unquestionably and obviously true of 
employees of government, with few exceptions. Those 





ufacturing industry in December 
got $24.85 in his weekly pay 
envelope, against $22.29 a year 
before. This was a gain of $2.54 
per week in money income, a 
gain of $1.89 a week in real 
wages and a gain of $1.55 in 
ability to buy general merchan- 
dise such as clothing, house fur- 
nishings and sundries. _ Still 
larger gains were shown for 
building labor, the increase in 


All manufactures... . 

Coal, anthracite.............. 
Coal, bituminous............. 
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TE MEE e525 pees 


real wages having been $2.76 per ne Pee te eee ee 
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power for general merchandise.  Brokerage...........---.-+--- 
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nous coal miners were $2.32 and 
$1.97; and for brokerage employ- 


Weekly Earnings and Purchasing Power 


Real change in terms of: 


Money Wage Workers’ Gen. Merchandise 

Dee. ‘35 Dec. '36 Increase Living Cost (*) Other than food(**) 
$22.29 $24.83 $2.54 +$1.89 +$1.55 
28.08 29.41 1.33 + .56 + .16 
22.75 25.74 2.99 + 2.32 + 1.97 
30.09 31.31 1.22 + ,40 — 03 
29.25 29.86 -61 —~ 382 — 88 
31.48 32.45 97 + .22 — .33 
27.43 28.37 94 + .20 — .99 
19.62 20.45 -83 + .30 + 0 
13.75 13.92 -17 — 89 — .39 
15.71 16.28 .57 + <8 — 08 
17.74 18.17 -43 — 04 — 29 
35.71 37.80 2.09 + 1.11 + .58 
36.59 38.25 1.66 + 67 + <0 
25.10 28.60 3.50 + 2.76 + 2.36 


(*) National Industrial Conference Board Index. (°*) Fairchild retail price index. 





ees were $1.11 and 58 cents. 
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on the regular Federal payroll in December numbered 
more than 1,147,000, including the military. Adding 
employees of state, county and municipal governments, 
including school teachers—who alone number more than 
850,000—this group totals more than 2,500,000. 

Since the scales of public relief, both Federal and 
local, lean to the rigid side, it follows that in the “re- 
liefers” we have another group of 5,000,000 or so whose 
buying power is less than it was a year ago and is de- 
clining at present. 

Lumping together workers in wholesale and retail 
trade, public utilities, clerical employees, the personal 
service groups, employees of government and individuals 
on the relief rolls, we are probably not far from the 
mark in concluding that the real wages of at least 40 
per cent of the working population, including employ- 
able “reliefers,” are at present declining. 


Primary Price Increase 


Will these trends continue? Any answer must rest 
largely on opinion, but for what it is worth, this writer’s 
opinion is that the higher primary prices established dur- 
ing the past four or five months will inevitably be in- 
creasingly reflected in the cost of living over the next six 
months even in the improbable event that wholesale 
prices should stabilize around present levels. 

Typical of what can be expected, present wholesale 
markets suggest that when consumers go into the stores 
next autumn they will find men’s suits $3 to $5 higher 
than last autumn; cotton underwear 7 to 10 per cent 
higher; men’s shirts 10 to 25 per cent higher; women’s 
apparel 10 to 20 per cent higher; linen goods 15 to 30 
per cent higher; and furniture and floor coverings 10 
to 20 per cent advanced. 

Now it is possible, even probable, that substantially 
enlarged planting of farm acreage will mean that the 
consumer will get a break on food costs, which figure 
very largely in the budgets of the low-income groups. 
Food, in fact, is given a weight of one-third in the cost 
of living index of the National Industrial Conference 
Board. It is to be doubted that its retail price will 
undergo any major decline this year, for the country 
seems to be infected with a very fever of price-raising, 
but a flattening out of food costs at present levels would 
be at least negatively favorable in conserving the con- 
sumer’s purchasing power. That wholesale indexes 
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sometimes mean little to the retail buyer, however, is 
suggested by the fact that whereas food prices now 
are shown to be less than 5 per cent higher than a year 
ago in the official indexes, a recent survey in New York 
City by a leading newspaper showed that representative 
subsistence menu for a family of four in the lower middle 
income group—a menu approximating that designated 
as necessary by the Department of Agriculture—now 
costs $10.91 per week against $9.90 a year ago, an in- 
crease of about 10.2 per cent. 

Even allowing for possible flattening out of the trend 
of food costs in coming months, it appears probable that 
the number of consumers whose real incomes are de- 
clining will tend to increase. Not only is there scant 
prospect of weekly earnings gains larger than the in- 
crease in cost of living among the lagging groups hereto- 
fore discussed—groups which because of lack of organ- 
ization or more fundamental reasons find it difficult to 
better their lot—but rising living costs will increasingly 
cut into the real wages of others now rejoicing in recent 
wage increases as the resultant higher retail prices begin 
to be felt. This is the wage-price spiral—higher wages 
in manufacturing without equivalent increase in pro- 
ductive efficiency, higher prices, then insistent demand 
for still higher wages to meet the higher living cost, and 
so on until consumer purchasing power is hopelessly 
crippled and the inflated price structure takes a nose 
dive. 

The last time this country went through that sort of 
thing was right after the close of the World War, when 
goods were scarce, labor could virtually write its own 
ticket and the sky seemed the limit. The penalty was 
paid in the 1920 price collapse and in inventory losses 
which put a bad dent in many a corporation and 
wrecked more than one. 

Whether shrinkage in real income will extend to an 
actual majority of the gainfully occupied will depend 
in large measure upon what happens to farm purchasing 
power this year, for here some 10,000,000 people are 
directly affected and the exchange value of their prod- 
ucts is a very important business factor both in its rela- 
tion to trade volume and in its bearing upon the 
equilibrium of the economic system. Farm income in 
January, the latest official figure, was $626,000,000, a 
gain of 14 per cent in a year. It is worth noting, as a 
basically unfavorable thing, from the point of view of 
economic balance that this increase was due entirely to 
higher prices, since physical volume of products sold was 
down 6 per cent for the year. In other words, non- 
agricultural classes paid more and got less, which means 
that in effect upon total purchasing power the farmers’ 
large gain had a considerable offset in lower real incomes 
for various other classes. 

The Department of Agriculture’s index of the unit 
exchange value of farm products (1909-1914 — 100) 
advanced 10 per cent last year, reaching 98 in December 
and spurting 4 points to 102 in January. The huge ad- 
vance in farm purchasing power during the last four 
years explains why trade volume in agricultural areas 
heretofore has tended persistently to show larger gains 
than in industrial regions. 

It need hardly be said that forecast of future farm 
income and purchasing power is subject to a large 
possible margin of error (Please turn to page 1791) 
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World Peace Hangs on 1937 Crops 


BY C.S. BURTON 


Tn world is short of food supplies. Feed grains in 
reserve are lower than at any time in 42 years. The 
momentary market situation is accentuated by kuro- 
pean buying. The lowering war clouds have caused a 
stock taking, an inventory of the cupboard, smoke- 
house and grain bins; with the thought of what it takes 
to feed armies on the march and the denial that civilians 
at home must practice. Even though troops now move 
by lorries and troop trains, the camp kitchens must, like 
Gunga Din, be “waitin’ fifty paces right flank rear.” 

Perhaps we have not appreciated how necessary it 
was for Italy to win the “Battle of the Wheat” before 
the invasion of Ethiopia could be contemplated. Ger- 
many’s efforts to provide substitutes, “ersatz” products, 
have like significance. The world’s freedom from the 
specter of famine has been due to our advances in trans- 
portation and in the handling of foodstuffs in transit, 
quite as much as, or possibly more than, the mechaniza- 
tion of agriculture; and international trade, where these 
advances are to be felt, is at a low ebb. 

Nations can arm in haste, put factories on a basis of 
three shifts per day, but nature takes her wonted time 
from planting to harvest, and the harvest still depends 
on temperature, sunshine and rainfall. In wartime or 
peace time, the 2,013 million people in the world must 
eat, and they require about the same amount of food 
from day to day. That the food so required may be 
forthcoming requires that some 1,301 million people 
shall be engaged in agriculture—65 per cent of world 
population. When the regular flow of foodstuffs along 
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the channels of trade is disturbed or about to be dis- 
turbed, the thought of reserves of a well stocked larder, 
full grain bins, becomes uppermost and wars are not 
to be rashly undertaken with scanty food supplies be- 
hind the lines. We may safely set up the postulate 
that the powers, over whom the war clouds hang low, 
are not going to speak in too bellicose a vein if the fu- 
ture holds a threat of empty stomachs. Bread must be 
had and wheat requirements become an item of re- 
quired study. Wheat and rye, meat and potatoes, beans 
and tinned fish. 

It is practically impossible to materially hasten any 
change in the diet of a people, new items of food added 
to every day menus make slow progress and bread is 
still the staff of life. 

In Great Britain, Ireland, the Netherlands, France, 
Italy and the Balkans, the people eat wheat flour bread. 
If we run through the catalogue of the nations, keeping 
in mind the idea of daily consumption, we can begin to 
see why wheat holds the place it does in world com- 
merce; although there are other items that come to 
more in dollars and cents, milk and poultry products, 
for example. Milk means bread and milk, and a 
poached egg means toast. 

To consider the threats of war in conjunction with 
food supplies, one naturally thinks first of Germany, 
where troops march and countermarch and the martial 
spirit is kept whipped up by constant agitation. 

Germany’s agriculture, in a year of bumper crops just 
suffices to meet home demands, without a carryover 
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More acreage is being planted this spring to meet increasing demand. 


against the probable leaner year to follow. Germany's 
industrialization is so complete that the agrarian mar- 
kets of Eastern Europe are to her literally a matter of 
life and death, food or chilling hunger, and the armies 
must be fed, in barracks or on the march. 

Germany furnishes a market for the farm products 
of Poland, 14 per cent; of Czechoslovakia, 16 per cent; 
of Austria, 17 per cent; of. Hungary, 30 per cent: of 
Bulgaria, 49 per cent; of Rumania, 20 per cent; of Jugo- 
slavia, 36 per cent; of Greece, 45 per cent; of Turkey, 
64 per cent. All of which means that Germany pays 
correspondingly in money, or in goods, and if in money, 
then in money derived from the sale of goods elsewhere. 
What part of these imports and the corresponding pay- 
ments therefore relate to food? In 1929, Germany’s 
bill for imports was $5,630 million. The world was still 
on the gold standard in 1929 and the dollar figure means 
the dollar before its devaluation. Of this sum, $4,400 
million was paid for foodstuffs; 80 per cent of German 
money, expanded outside her own borders bought wheat 
and pork and other things to eat. 

In 1935, the corresponding figures were an import 
total of $1,680 million, of which $1,400 million was ex- 
pended for food, raw materials and semi-manufacturers: 
83.5 per cent. The food item alone was $600 million. 

Without regard to any general economic condition, it 
becomes plain that the German belt has had to be 
tightened. Her own production plus $4,400 millions of 
imported foodstuffs, as compared with her production 
plus $600 million devaluated dollars for like imports 
means that the German table, proverbially heavy laden, 
must note the absence of many favorite dishes. Her im- 
ports of beef have declined from 18.3 million pounds in 
1931 to 5.5 million pounds in 1935. 

Under such conditions any outbreak of hostilities 
could hardly be contemplated. Germany had good 
crops in °32 and ’33 but no carryover. Her 66 million 
people need, each year, about 3 bushels of wheat per 
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capita, equal to 198 million bushels, 
Average production 1929 to 1934 in. 
clusive—6 years—was 145,671,000 
bushels, call it an annual deficit of 55 
million bushels of wheat. Germany 
uses more rye than wheat for bread 
and usually has just about enough pro- 
duction to cover her needs,—per capita 
consumption about 5 bushels. She 
eats no mutton, her meat is pork; and 
today her shortage of oils and fats is 
a most pressing problem. No back- 
ground for marching brigades going 
into action, east or west; not until the 
nation can either buy more or raise 
more, and achieve something more 
than a mere normal carryover. 

No wonder then that the crop pros- 
pect of this year’s harvest in all of 
Central Europe is of vital concern to 
Germany’s plans. Her threats, or the 
war-like gestures of I] Duce are empty 
until the crops are safely garnered in 
late summer. While Germany has 
built up her hogs in numbers to about 
her normal figures, the nation is a 
heavy importer of bacon and lard. Margarine and but- 
ter, lard and other fats are now rationed on a plan of 
consumption vouchers allowing poorer people to buy 
restricted amounts at substantially less than the fixed 
prices. These vouchers are used by some 20 million 
people. Retailers are obliged to register all customers, 
rich or poor, and consumers may buy only where en- 
rolled. 

We have treated this one situation at such length in 
order to support our thesis that peace or war, in the 
immediate moment, hangs on the crops. With a whole 
nation already on a rigid wartime diet, peace is im- 
perative for that people. Germany is about 14 per cent 
larger in area than the State of California; her acreage 
devoted to wheat runs around 5% million acres, and her 
harvests from 30 to 32 bushels to the acre. They are 
good farmers, but the wheat harvest and the popula- 
tion are not in a ratio to allow comfortable feedings. 

If we cross the Rhine into France, we find ourselves 
in a land where wheat is wheat, and per capita con- 
sumption between 8 and 9 bushels per annum—for hier 
42 million people. Ordinarily, France is self-sufficient 
as to grain, and imports wheat only to improve thie 
milling qualities.of her own grain, which is not of the 
highest grade. Her 1936 crops are reported as: corn, 
22,046,000 bushels; potatoes, 550 million bushels; sugar 
beets, 8,880 thousand short tons. As to meat, France 
imports substantial quantities of beef.. The economic 
situation manifests itself in the decline of such impor- 
tations from 118 million pounds in 1931 to 25.5 million 
pounds in 1935. Just now something over half of the 
importations come from Madagascar. 

France’s exports have been classed largely as luxuries 
for the rest of the world; fine wines, textiles, perfumes 
and cosmetics, she leads the world in trade in such 
items. 

We have already referred to Italy’s Battle of the 
Wheat. Notwithstanding the proclaimed success of this 


THE MAGAZINE OF WALL STREET 





stru 
is a 
und 
tion 
port 
tanc 
abr¢ 
and 
whi 
her 
whit 
has 
tion 
ven 
for | 
tor 
try, 
squi 
abo! 
is a 
sup) 
the 
con! 
yeal 
sup) 
able 
tors 
whe 
nar) 
arol 
her 
imp 
nil 
neal 
nill 
tion 
in ] 
and 
lire 
mill 
tion 

N 
Il I 
not 
the 
muc 
pea 


I 


Yea 
1997. 
1998. 
1999. 
1930. 
1931. 
1939. 
1933. 
1934. 
1935. 
1936. 


MA 





hels, 
| in- 
|,000 
f 55 
any 
read 
pro- 
pita 
She 
and 
s is 
uck- 
ing 
the 
aise 
lore 


rOs- 


the 








struggle to provide bread grain, Italy 
is a substantial importer of foodstuffs 
under difficult conditions. Her na- 
tional revenues depend upon her ex- 
ports, her tourist trade and the remit- 
tances from emigrants. Italy sells 
abroad silk, wines, some early fruits 
and vegetables, some textiles. Items 
which find a ready enough market if 
her customers are prosperous, but 
which are not indispensable. Italy 
has surplus man power, but immigra- 
tion regulations, in no small part, pre- 
vent Italian labor seeking a market 
for its services abroad. Italy is obliged 
to remain largely an agricultural coun- 
try, but her homeland is only 120,000 
square miles in area, of which only 
about two-thirds is tillable, and there 
is a population of 42.5 million to be 
supported. Also, there is the cost of 
the Ethiopian expedition, which will 
continue to show on the debit side for 
years to come, before the hoped-for 
supply of raw materials will be avail- 
able from the newly conquered terri- 
tory in Africa. Reports just now available give Italy’s 
wheat crop of 1936 as 227 million bushels; her ordi- 
nary consumption is about 7 bushels per capita or 
around 296 million bushels. For starch, Italy relies upon 
her macaroni and spaghetti. Potatoes are of no such 
importance as in Germany. In 1936, Italy grew 93 
nillion bushels of potatoes, whereas Germany sacked 
nearly 1,750 million bushels. Of corn Italy shucked 119 
million bushels, rice was 940 million pounds. In addi- 
tion to this production, Italy buys cattle, 141,000 head 
in 1934. Also, 49 thousand tons of refrigerated meat 
and smoked and salted fish in the sum of 232 million 
lire ($20.6 million) in 1930 and 128 million lire ($6.7 


which again points to drastic restric- 


Nesmith. 


million) im 193 
tions in diet. 

No matter how belligerent may be the tone, in which 
Il Duce may speak for the world to hear, Italy could 
not face an enemy on any even terms and long maintain 
the struggle. The food supply is a crucial factor and 
much depends on the harvest of 1937 in patterning the 
peace or war policy. 

In world markets, sugar is almost the only food item 








Loading Cotton in Alabama consigned to World Markets. 


of universal use that is perennially in over-supply; sugar 
and coffee, and in these items there is the problem of 
translating desire into effective buying power. 

Just as this is written, England’s ex-premier, Lloyd 
George, has taken the British Ministry to task for ex- 
penditures on the army, the navy and aviation, while 
neglecting the national cupboard. As is well known. 
the British Isles have always had to depend upon “off 
shore” food supplies. In his usual dynamic oratory, the 
little Welshman declared the matter of food supply to 
be the “weakest front if war were declared tomorrow.” 
While Lloyd George advocated an increase in home 
production, the ministers stood for the policy of in- 
creasing food imports, warehousing reserves rather than 
to try to grow more at home. That explains Britain’s 
heavy purchases of canned goods and other staples in 
increasingly large quantities. Our biggest customer i> 
likely to become still bigger. 

The British Isles constitute the leading wheat im- 
porter of the-world. Their area is about that of the 
State of Arizona, 112,543 square miles, this includes 
England, Wales, Scotland (Please turn to page 786) 





The World Wheat Record 


All figures are millions of bushels 


U.S. Canada, Argentina 





and Australia European World Net Exports Total Present” Total 
Year Production Production Production Production from Russia Supply Disappearance 
Wyat-06.. 55... piloareters 875 880 1,274 3,673 5 4,365 3,612 
SMR a ere NO A oi 2 ox sak see aaa ners 914 1,076 1,410 3,996 Sat 4,749 3,722 
SIO See a sre eseswsasaniweens 823 595 1,451 3,574 7 4,608 3,665 
Once ee SN Pe eee 886 867 1,360 3,847 112 4,902 3,848 
SUBENR RRA rele ere iL Acie ocd Sastre 936 732 1.436 3,860 70 4,984 3,943 
Li Se PS PROS PTT CE et ee ee re 757 898 1,492 3,865 17 4,921 3,779 
EOD eh ich Ok ces Tika bac ine yeti 552 745 1,745 3,809 34 4,985 3,818 
|. SERA, Sacre Ree are eae ae 526 650 1,548 3,514 2 4,683 3,763 
oS ARSE ee eee rE ye es 623 560 1,576 3,553 29 4,502 3,755 
1936-37... .. eae a begs a's anisleieruaiores 627 573 1,490 3,432 tee A5TF os wisisiaie 
* Ex. Russia and China. 
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John Bull Goes Co-operative 


Share-the-Profit Merchandising Dominates 
British Retail Trade 


BY GEORGE W. BERKALEW 


% 

—— per cent of Great Britain’s population were 
customers of co-operative stores last year. Over 60 per 
cent of Britain’s food imports were sold through this 
form of merchandising. 

With the co-operative movement already successfully 
established in parts of the United States and being fur- 
ther studied by the Administra- 
tion; here is something to ponder. 

As early as 1761 economic rec- 
ords reveal subversive efforts on the 
part of isolated groups to buy col- 
lectively and sell at cost. It was 
not, however, until 1844 that Roch- 
dale weavers, with a capital of $730, 
decided on a new plan—to buy col- 
lectively but to sell not at cost, but 
at competitive market prices, shar- 
ing on a pro rata basis the profits 
of management. A nominal mem- 
bership fee of one shilling entitled 
each householder to one vote. Sales 
were strictly for cash. Despite 
libera] deductions for depreciation, 
a 5 per cent interest payment on 
invested capital, a 21% per cent al- 
lowance for education, handsome 
prozts accumulated. By 1862 an 
act of Parliament granted the 
autonomous societies which had 
sprung rapidly into being since 
1844, the right to form and incor- 
porate a central wholesale com- 
pany. This marked the foundation 
of the C.W.S.—Co-operative Wholesale Society, which 
today does so large a part of the merchandising business 
of England. 

The C.W.S., as a nucleus of the co-operative system, 
transformed what had heretofore been a medley of local 
retail outlets, competing with each other for supplies, 
into an organized body, buying and selling through a 
national pool on open and strictly equal terms. Signifi- 
cant is the fact that wholesale divisions wielded no 
monopoly control over retailers. Member stores re- 
tained the right to operate freely on the competitive 
market if they so desired. It is this voluntary feature of 
the co-operative system in England which has been 
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Sir William Dudley, President of the 
Co-operative Wholesale Society, Ltd. 


largely responsible for its success. Membership confers 
no right to work, but employment carries the privileges 
of membership. All members are entitled to invest their 
savings with the co-operative—the movement is in reality 
a co-partnership between consumer workers and con- 
sumer capitalists. The original conception of providing 
a “more abundant life” for the con- 
sumer has been proven sound. 

Consumers’ needs provide the 
raison d’etre of all industrial activ- 
ity; they constitute the main spring 
of production and the primary 
source of profits. Operating on this 
fundamental economic principle, 
the movement grew and flourished, 
but the present dominant position 
which cooperatives have gained in 
the world of British business is not 
generally recognized. Statistics 
alone can give a succinct concep- 
tion of the scope and activity of 
these societies. 

Unpublished figures for 1936 rec- 
ord a continued advance in produc- 
tion and sales; in surplus and 
profits. At the beginning of 1937, 
retail outlets numbered 1105 co- 
operative stores; 7,131,000 member- 
customers. Balance sheets show 
paid in capital of $625,000,000; 
gross sales of $1,000,000,000 a sur- 
plus on the year for distribution of 
$123,500,000 of which $23,200,000 
was distributed as interest to holders of the 5 per cent 
shares; $93,000,000 as dividends, or discounts as the Co- 
op’s call them, on consumer purchases. 

The reason that retail co-operatives are in a position 
to offer the high return on invested capital of 5 per cent, 
free of income tax, as compared with low interest rates 
prevailing in Great Britain, plus an average 10 per cent 
dividend on sales, is due to substantial economies in 
centralized wholesale purchasing, directly controlled 
transportation, banking and insurance facilities. 

The Co-operative Wholesale Societies of England, 
Scotland and Ireland, including 116 affiliated manufac- 
turing companies aggregated gross sales of $571,000,000, 
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paid in wages $166,000,000 to 
952,000 employees. The net 
value of production created 
within the co-operative move- 


materials) averages $122,000,- 
000 or the equivalent of ap- 
proximately one-sixth of the 
computed wholesale value of 
goods sold by all retail estab- 
lishments. 








As has been intimated the 
C.W.S. industries have devel- 

















oped into far more than a sys- 4 
tem of merchandising. As its 2 
trade position and resources 





have increased the organization 4-5 ee Obie 


has embraced nearly all forms 
of raw material supply manu- 
facture and necessary transpor- 
tation. Productive enterprises 


has been assumed include: 

four milling, dairying, meat-packing, canning, textiles, 
clothing and housing, boot and shoe, furniture and hard- 
ware, drugs and chemicals, coal, tin and iron inter- 
ests. C.W.S. farms and estates in Great Britain 
with an area of 29,403 acres, Co-operative Tea 
Plantations in the East, 35,126 acres and _participa- 
tion in other agricultural interests assure an unbroken 
channel of distribution of primary food products from 
their source, to Co-operative canning and packing 
plants, sold subsequently by Co-operative retailers direct 
to the consumer. To further maintain the stability in- 
herent in the Co-operative method of trading, the C.W.S., 
through its Banking Department, is able to finance its 
own transactions, completely independent of the exigen- 
cies of credit expansion and contraction. Capital resources 
have increased steadily, reaching a peak level in 1936 of 
$63,600,000, with current deposits of $464,000,000, against 
contingent liabilities, insurance funds and reserves total- 
ing $42,100,000. 

In the effort to fulfill all functions of commercial activ- 
ity, the Scottish and English Wholesale Co-operatives 
conduct a joint insurance company with reserves of 
$68,600,000, investments of $70,900,000, averaging a 
premium income of over $24,400,000 annually. It is sig- 
nificant to note that the Co-operative Insurance Society 
has since 1929 been expanding more rapidly than any 
other insurance business in Great Britain. 

Vertical integration of distribution, coupled with co- 
operative banking and insurance, eliminates to a marked 
degree wide fluctuations in consumer purchasing power 
over an extended period. 

With this thought in mind, it is enlightening to ex- 
amine the history of co-operative retail activity during 
the lean years of the depression. Many of the C.W5S. 
directors and local store managers regarded with some 
trepidation the publication of trade statistics at the be- 
ginning of 1930. Prices were falling, unemployment and 
low wages in the distressed areas were making their effect 
on trade cumulatively worse. It was to be expected, 
therefore, that sales would show a substantial decline 
and share capital fail to attain its average annual per- 
centage of increase. Surprisingly enough, these fears 
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New Central Stores for the City of Bradford Co-operative Society, England 


proved unfounded. At the bottom of the depression 
the value of sales (not a truly representative index dur- 
ing a period of falling prices) dropped only 314 per cent. 
Membership increased and even under conditions of 
aggravated unemployment savings invested in the form 
of share capital were not withdrawn to such an extent as 
to reduce the total amount of capital on hand. This 
support on the part of the consumer body gives tangible 
evidence of the service rendered by Co-operatives in 
alleviating distress in shipyards, iron and steel works, and 
coal mines during the trade crisis. With this contribu- 
tion to stabilized consumption on record, it is not sur- 
prising that co-operative societies in Great Britain at 
the beginning of 1937 had more than doubled paid-in 
capital and increased membership by 87 per cent since 
1918. 

With the marked progress of the movement, the en- 
largement of its sphere of influence, the extension of its 
organization, co-operative policy today ceases to be 
purely commercial. Larger than any political party in 
Great Britain, the co-operative group is becoming a 
powerful medium of public expression. On matters such 
as the administration and extension of agricultural mar- 
keting acts, quotas, tariffs, and domestic questions affect- 
ing the interests of consumers, the co-operative point of 
view has been kept well to the forefront in Parliamentary 
discussion. During the past year the co-operative party 
has continued and intensified its educational and propa- 
ganda campaign throughout the country. Its policy is 
unequivocably set forth in the following resolution: “The 
object of the Co-operative Party is the establishment of 
the Co-operative Commonwealth wherein the means of 
production, distribution, and exchange shall be collect- 
ively owned and wherein the Co-operative movement 
shall function as the medium for the provisions of the 
personal and domestic requirements of the community.” 
This bland admission envisaging a sweeping program 
for the reconstruction of British society sounds a familiar 
Communistic note. While the Co-operative Party plans 
to use every legitimate means to influence labor policy 
and challenges capitalism in its present form, it professes 
to be essentially democratic. (Please turn to page 788) 
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YOUNGSTOWN SHEET AND TUBE COMPANY 








Earnings Point Higher 


Bux in 1929 when everything looked 
good the managements of Youngstown 
Sheet & Tube and Bethlehem Steel 
agreed on terms for a merger. The 
initiative lay with Bethlehem. For varivus reasons it 
wanted Youngstown, the fifth biggest maker of steel 
and second largest producer of pipe. A fighting minority 
of Youngstown shareholders opposed the deal. In and 
out of court, the battle raged for months. Even late 
in 1930, when business men began to opine that the 
country was in for some kind of a depression, Bethlehem 
still wanted Youngstown and determined to appeal a 
lower court decision enjoining the merger. It was not 
until October, 1931, that Bethlehem called the deal off. 
By that time many had begun to wonder whether any 
steel property ever again would be worth a hoot. 

Our file on Youngstown, with which we refresh our 
memory as we begin this analysis, is replete with pamph- 
lets and statements issued in the 1930 barrage and 
counter-barrage of argument for and against the pro- 
posed merger—exhaustive comparisons of earnings per 
ton, capitalizations, depreciation policies, dividend rec- 
ords, etc. Everything was debated—except the outlook 
for steel and the revolutionary changes its technology 
and markets were destined to undergo. The statistics 
cited, as always, dealt with the past—a past which we 
can now see was more or less meaningless. 

Bethlehem was an in-and-out dividend payer, oppon- 
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times had even omitted dividends on 


its preferred stock. In contrast—“The f 


current dividend return on Sheet and 
Tube is assured by 26 years of unbroken dividends, 
making Sheet and Tube an investment stock.” The 
Sheet and Tube preferred dividend, of course, was above 
question! 

A year after that boast was made Youngstown was 
not earning the interest on its bonds, although accumu- 
lated fat permitted it to meet all charges, to pay a 
full $5.50 preferred rate and $2.75 on the common in 
1931 and to distribute $2.75 on the preferred in 1932. 
Thereafter for shareholders, preferred and common, 
came the great darkness. In the four years 1931-1954 
the company’s losses totalled more than $31,000,000. 

To Youngstown the “consumption goods recovery” 


of 1933 and 1934 didn’t mean a thing, except reduced F 


deficits—despite the fact that during the depression 


years the management had seen the trend and radically 
strengthened the company’s position in light steel prod: & 


ucts. It was not until 1935, when the capital goods 
industries began to feel the breath of life and when 


demand for consumers’ durable goods developed momet- 


tum, that Youngstown put red ink behind. 

In that year it earned $1,597,000, equal to $10.65 on 
the 150,000 shares of $5.50 preferred and 64 cents on 
the then outstanding 1.200.000 shares of common—bul 
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afar cry from record high of $143.76 for the preferred 
and $17.28 for the common earned in 1929. 

Last year spreading recovery in volume of durable 
goods lifted sales by 47 per cent, or from $86,788,000 
to $127,674,000, bringing into play the double-barrelled 
leverage inherent in production set-up and capitaliza- 
tion, a characteristic common to all big steel companies 
and especially those importantly dependent on heavy 
steels. As a result earnings on the common jumped to 
$7.03 per share. 


Strong Recuperation 


This demonstration of strong recuperative power, plus 
anticipation of further gains, explains why Youngstown 
comon has advanced approximately 18 points this 
year to a current quotation around 93. That is a fairly 
liberal appraisal of 1936 earnings. since steel stocks 
normally tend to sell at a relatively conservative ratio 
to per share profits because of inherent instability of 
earnings. The major swings in the evcle of steel demand 
and earnings are, of course, extreme. In addition, due 
to the large leverage present. event moderate fluctua- 
tions of volume during good times can radically alter 
steel company earnings. For example, in the highly 
prosperous 1926-1929 period Youngstown’s profits varied 
greatly, amounting to $14.33 per share in 1926, falling 
more than one half or to $6.10 in 1927, rising to $9.54 
in 1928 and jumping to record high of $17.28 in 1929. 
Equally erratic in the same period of excellent business 
were the earnings of the two biggest steel makers, United 
States Steel and Bethlehem. Per share net of “Big 
Steel” ranged from $8.81 in 1927 to $21.19 in 1929, and 
corresponding range for Bethlehem was between $5.02 
and $11.01. 

In the present setting, however, the outlook for steel 
appears brighter than ever be- 
fore. Taking into account 
population growth since 1929, 
new applications of steel that 
both reflect and contribute to 
arising standard of living and 
a tremendous accumulated de- 
ficiency in durable goods 
created during depression years 
of subnormal buying, it goes 
without saying that steel con- 
sumption will substantially ex- 
ceed the volume of 1929 before 
the present underlying cycle of 
economic expansion terminates. 
That is merely a repetition of 
all past American history. 

Indeed, should present rate 
of operations in the industry 
be maintained, it is quite like- 
ly that 1937 steel volume will 
pass that of 1929. While the 
possibility of an off year, such 
as 1927, is to be reckoned with, 
the evidence presently avail- 
able indicates that it will not 
be this year, whatever 1938 
may hold. Typical of the 
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existing picture, the biggest steel producer in the world 
—“Big Steel’s” Carnegie-Illinois unit—is today turning 
away foreign business in order to cope with domestic 
demand, is operating close to practical capacity and sees 
business in sight to assure this or a moderately higher 
rate for the next six months or late into the third quar- 
ter of the year. 

There is nothing exceptional in this. The same con- 
ditions apply to Youngstown, and even should there 
develop some let-down in the pace of steel late in the 
year, due to factors not now in sight, it is very likely 
that the company’s average 1937 operating rate will 
substantially exceed the 71 per cent of capacity average 
rate last year, with corresponding increment to profit. 

In Wall Street the prevalent guess is that Youngstown 
will earn $9 or $10 a share this year, allowing for proba- 
bility that continued conversion of the company’s 34% 
per cent debentures, issued last year, will increase out- 
standing common stock to 1,676,800 shares. The $10 
guess thus looks to total profit of around $16,768,000. 
That would be some 60 per cent more than last vear but 
about 25 per cent under 1929 peak. 

This analyst would not dream of sitting down with 
pencil and scratch pad in mid-March and attempting 
to “forecast” the 1937 earnings of any corporation. On 
the other hand. he would not risk so much as a dime 
on a bet that the above guess of $9 to $10 for Youngs- 
town common this year will prove too high. Since 
earnings last year increased more than six-fold on a 
sales gain of 47 per cent and since—thanks to leverage 
—the last 10 or 15 per cent of capacity can mean a 
difference of 100 per cent or more in steel company net, 
it is possible, depending upon further rise in operating 
rate, for our $10 guess for Youngstown common to 
prove well under the actual performance. Let us repeat 
—this is not a forecast. 





Photos in this article by courtesy of Youngstown Sheet and Tube Co. 


Roughing Stands in Youngstown's Continuous Hot Strip Mill 
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It is because of the apparent assured profitable vol- 
ume of the next six months and the generally favorable 
longer term outlook—rather than last year’s profit— 
that Youngstown common sells at $93 a share. Before 
we have seen the end of this bull market, it has a much 
better than even chance of going substantially higher, 
even though the possibility of temporary reaction afte) 
straight line advance during recent months must be 
kept in mind. 

For comparison, in the 1926-1929 period average 
earnings on Youngstown common were $11.81, against 
average of $7.50 for Bethlehem— 
which, incidentally, is currently 
priced 2 points above Youngstown 
—and against average of $15.12 for 
United States Steel common, now 
about 25 points above Youngs- 
town. Throughout the last boom 
Youngstown usually commanded 
a market price 30 to 40 points 
above that of Bethlehem but 60 to 
80 points under the popular “Big 
Steel.” These differences corre- 
sponded fairly closely with past 
differences in per share earnings 
among the three, and at their high- 
est prices in the supposedly crazy 
market of that time, none ever sold 
much above 12 times current annual 
earning power and usually for less. 

In preceding studies we have out- 
lined the aggressive steps taken in 
recent years by “Big Steel” and 
Bethlehem in modernizing produc- 
ing facilities, with special emphasis 
on enlarged capacity for making 
the light steels which have cap- 
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Suffice it to say that, relative to its size, Youngstown 
Sheet and Tube has been equally aggressive in its capj- 
tal expenditure program and equally alive to the advan- 
tages of a much broadened product diversification. Ip. 
deed—again relatively speaking—Youngstown has re- 
made itself since 1929 even more completely than either 
Bethlehem or “Big Steel” in the sense that, in ratio to 
total capacity, it has gone more extensively into the field 
of light steel than have the two steel giants. 

That is why Youngstown’s average operating rate of 
71 per cent of capacity last year topped that of “Big 
Steel” and of Bethlehem by a substantial margin and, in 
fact, topped the composite average of the industry by 3 
points, although it was, of course, well under that of Na- 
tional Steel, American Rolling Mill and others preponder- 
antly dependent on light steels. Whereas pipe and other 
tubular products formerly constituted the backbone of 
Youngstown’s business, flat-rolled products — sheets, 
strip, bars, plates, tin plate, ete—now make up more 
than half of total finishing capacity. 

Thus the company now has consuming markets in 
the building, oil, gas, automobile and tin container 
industries, as well as in alloys, wire and a variety of 
miscellaneous steel products which individually are 
“small potatoes” but in the aggregate account for about 
as much steel as goes into automobiles. Accordingly, 
Youngstown can be expected to participate more profit- 
ably than ever before in whatever economic expansion 
lies ahead for this country. 

True, manufacturing costs have risen and may rise 
further, both as to labor and raw materials, but steel 
prices are keeping pace in the rise, and as to raw ma- 
terials Youngstown is largely self-sufficient in its owner- 
ship of the sources of supply of the main materials— 
iron ore, coal and limestone. Moreover, while operations 
are rising and utilizing an increasing proportion of 
capacity, the resultant reduction in unit costs much 
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Sheet Steel being rolled off the delivery end of one of Youngstown's Continuous Cold 


Strip Mills 
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more than offsets advance in other cost factors. It will, 
of course, be a different story when full capacity rate 
and minimum unit cost are attained. After that any 






-api- 
a further advance in wage costs or in costs of materials 
In- not obtained from the company’s owned sources of 
re- supply will necessarily be at the expense of profits— 
ther unless matched by equivalent further advance in prices. 
¥% Regardless of longer term possibilities, however, which 
field are in any event beyond rational forecast, the chances 
are that the large wage increases and sizable price 
e of advances recently put into effect will leave the steel 
‘Big situation fairly well stabilized as to cost factors for 
|. in some months to come and probably for the rest of the 
v3 year—if the rising cost of living does not assume so 
Na- fast a tempo as to create renewed labor discontent. 
der- Certainly for the next three to six months the most 
ther significant trend for Youngstown is likely to be lower 
> of unit costs and higher profit margin, due to a satisfactory 
ets, and rising volume of business. 
ore Quite likely market advance in Youngstown common 
has been retarded to some extent by conversion of its 
: in debentures, as previously referred to, for some bond- 
iner holders prefer to cash their profits rather than hold any 
- of common stock, however promising its prospect; and the 
are psychological effect of continuing conversion is not 
out without influence upon potential buyers, whether invest- 
aly, ors or traders, since many will no doubt reason that 
sfit- pending completion of the conversion steel shares not 
ion subject to this factor may tend to rise faster, if other- 
wise favorably situated. That may be, but from the 
rise point of view of the longer-range buyer we would say 
eel that this temporary factor makes it possible to buy 
na- Youngstown more cheaply than would otherwise be 
er- possible. Out of the original $30,000,000 issue of 31% 
— per cent convertible debentures—convertible at the now 
ons highly profitable rate of 16 shares of common for each 
of debenture—total of $11,745,000 was converted or re- 
ich tired by the close of last year. In February an additional 
$3,000,000 was called for redemption on March 25 and 
early this month additional $5,000,000 was called for 





redemption April 20. Thus, not allowing for voluntary 
conversion of unknown proportions, by April 20 this 
issue will have been reduced to $10,253,000; and at the 
rate at which redemption calls have come thus far this 
year, the conversion should be completed within another 
two or three months. 

Thereafter funded debt will consist of only $61,500,000 
4 per cent first mortgage sinking fund bonds due in 
1961. The interest on that debt will total $2,460,000, 
as compared with debt charges of $4,412,682 in 1935. 
The saving of $1,952,000 is equal to more than $1.61 
per share on the 1,200,000 shares of common outstand- 
ing in 1935 and to approximately $1.16 per share on 
the 1,676,000 shares that will be outstanding when bond 
conversion is complete. 

All arrears on the preferred shares have been cleared, 
with the regular $5.50 rate now being paid; and divi- 
dends on the common have just been resumed for the 
first time since 1931 with initial declaration of 75 cents 
a share. Sinking fund provisions call for redemption of 
the 4 per cent bonds at the rate of $1,500,000 a year. 
Earnings reported last year made no provision for surtax 
on undistributed profits, the company’s counsel holding 
that, due to the deduction of redemption premiums and 
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interest applicable to bonds redeemed during 1936, 
there are credits sufficient so that no surtax is due. 

Left to its own devices, the Youngstown management 
would no doubt adhere to the generally conservative 
dividend policy of the past. Thus, there was paid on 
common total of $19 cash out of profits of $47.24 in the 
period 1926-1929. With working capital apparently 
ample for nearby needs and all preferred arrears paid 
off, the chances are that Youngstown shareholders this 
year will get a fatter distribution than ever before, for 
it will cost the company plenty to earn $10 or there- 
abouts and pay only $5, the best rate of the past. Some- 
thing between $6 and $8 is more likely—or a very good 
yield plus better than even chance of substantial ap- 
preciation before steel doffs its present princely raiment 
and dons the pauper’s sackcloth it has been known to 
wear from time to time. 
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Financial Record 
Times 
Working Funded Common Charges 
Capital Debt Dividends Earned 
FUE. usaces $63,741,000 $67,016,000 $4 5.04 
ie Ee 73,110,000 75,000,000 5 2.71 
WO wodineins 72,684,000 73,500,000 5(**) 4.11 
Ae 74,898,000 72,000,000 5 7.52 
DL SOS 68,251,000 70,500,000 5 2.92 
ees 67,171,000 94,000,000 2.75 Pr 
Sie Soo 57,836,000 89,967,000 ee 
1988. ccsives 53,776,000 88,500,000 secs 
1934......-. 51,080,000 86,148,000 0.40 
1985. 0 occee 49,845,000 85,337,000 earea 1.39 
1936... cccve 59,154,000 78,253,000( *) PE ccs 3.90 


* Present debt approximately $70,000,000. ** Plus 20% in stock. *°** Pay= 


ments resumed with 75,cents voted March 9. 

















Expanding volume and increasing prices 





make new demands on working capital— 


a significant point for investors to consider. 


Financing Business Expansion 


BY ARTHUR MILLARD 


Does the receipt of $25,000,000 new capital from 
sale of stock and record earnings last year, Montgomery 
Ward & Co., one of the leading merchandising companies 
in the country, again finds itself in need of additional 
working capital, before the first quarter of the new year 
is out. Is this symptomatic of a general situation 
throughout business? What basic causes lie behind the 
sudden increase in net working capital requirements? 
What companies and what lines of business are likely to 
face the need for larger net quick assets in the present 
business situation and what types of companies have the 
best working capital position at present? 

With commodity prices advancing close to the level 
of 1926 and with the physical 


dilution of equity through junior security financing—the 
only other alternative open a great many of the smaller 
business units under prevailing conditions. 

Since sales, in the final analysis, are the multiple of 
price and physical volume of distribution it follows that, 
with both price and tonnage figures close to the levels of 
the previous area of prosperity, sales on the average are 
also close to record levels. In contrast, the average im- 
provement in working capital has been exceedingly nar- 
row. A compilation of balance sheet items of over 400 
leading industrial companies* shows that aggregate work- 
ing capital of about seven and a half billion dollars at the 
end of the depression year 1932 increased by only 4.6 per 

cent to the end of 1935. Of the 





volume of industrial production 
expanding to the best level 
since the Fall of 1929, it is per- 
tinent for investors to give 
some thought at this time to 
the net working capital posi- 
tion of the companies in which 
they hold or contemplate an 
interest. Working capital of 
the great majority of companies 
was considerably reduced dur- 
ing the depression. During 
recent years, working capital 
positions of leading companies 
have not been built up nearly 
as rapidly as the recovery in the 
physical volume of their busi- 
ness or increase in the general 
price level. While business was 


assets to net working 


The investor's interest in working capital 
problems of the day probably centers on 
companies which appear to be logical candi- 
dates for new financing for working capital 
purposes and the effect of such financing on 
future per share earnings. The accompany- 
ing table gives a percentage ratio of total 


industries, as tabulated from 1935 balance 
sheets. These ratios are a practical guide in 
determining whether any given company is 
fully "in line" with the average of its industry 
in so far as working capital is concerned. 


principal asset items which 
make up working capital, cash 
was actually lower, in the ag- 
gregate, at the end of 1935 than 
in 1932. The total receivables 
and inventories of these com- 
panies increased 14 per cent 
and 26 per cent, respectively. 
from the end of 1932 to the end 
of 1935. On the whole, the 
improved fortunes of these 
companies was not utilized to 
reduce current debt, however, 
since total current liabilities 
increased 65 per cent during the 
same period. 

Only a minority of these 
companies have as yet released 
their 1936 balance sheets. An 


capital of 26 leading 





at a slack rate during the ini- 
tial phase of the recovery, the reduced level of net quick 
assets was comfortably larger, on the average, than the 
actual requirements then prevailing. As the recovery 
continued, however, more and more individual concerns 
faced the necessity of augmenting working capital to 
handle satisfactorily their increased volume of business. 
If the price level continues the recent sharply upward 
trend over any considerable period, working capital prob- 
lems are likely to become more general and more acute. 
For, in addition to the usual demands for working capital 
in a recovery economy, management now faces the 
dilemma of penalizing stockholders with increased tax 
liability if surplus earnings are retained, or of permitting 
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examination of the available 
1936 statements, however, indicates that much the same 
tendencies persisted last year and at an accelerated pace. 
Sales and profits on the average represented an unusually 
sharp increase. Receivables also increased but at a 
slower rate than in previous recovery years. Inventor- 
ies, under the stimulus of a rising price trend, appear to 
have expanded at a faster rate than in recent years. 
There is little disposition shown, on the data available, 
either to reduce current liabilities or to increase cash 
resources. In any event, profits and sales yolume ex- 
panded much more rapidly last year than net working 
capital—a situation probably influenced to a consider- 


*Source Standard Statistics Company. 
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able degree by the existing corporate tax legislation. 

From this point in the business and industrial recovery, 
the need for enlarged net working capital is more likely 
to come from price increases than from further expansion 
in the physical volume of production and distribution of 
oods. This opinion is based on existing limitations on 
physical production and the absence of similar limita- 
tions on price advances. The steel industry, for example, 
is currently operating close to the theoretical production 
capacity of the industry. To give a few other examples, 
the domestic non-ferrous metal output has expanded to 
virtual mine capacity, the industrial machinery manu- 
facturers report operations at their present labor capacity 
and the petroleum industry will probably work close to 
the limits of refinery equipment in good condition during 
the peak of the consuming season this summer. On the 
price side of the question, however, the combination of 
world industrial recovery, extraordinary armament de- 
mands for food, supplies and materials and the inflation- 
ary policies of the Administration have already exercised 
a powerful influence on price trend of raw materials and 
commodities with world markets. More recently, the 
higher cost of raw materials has been translated into 
advanced prices for finished goods covering such wide 
variety as shoes, typewriters and automobile tires. Noth- 
ing short of the most energetic “control” measures ap- 
pears likely to prevent wide and substantial price ad- 
vances. In such event, sales would continue to expand, 
even though physical rate of operations continues rela- 
tively stable. And with expansion in the dollar value of 
sales, increased working capital would be required to 
meet higher material costs, larger volume of receivables 
and higher operating and sales costs. 

What types of companies would be affected most by 
these conditions? Whether increased working capital 
requirements should arise from normal recovery or 
whether they would be accentuated by inflation cannot 
be forecast with confidence. From the standpoint of the 
individual company, however, the result would be only a 
question of the degree to which larger working funds 
would be required. Mentioned in the order of their nor- 
mal working capital requirements, the following groups 
of companies are most likely to be “pinched” in working 
capital in period of inflation or expansion. 

Group 1, would be the service companies which do not 
add any important manufacturing value to their prod- 
ucts or services and which operate on an active turnover 
in highly competitive retail or wholesale markets. Such 


activities require the large net working capital in rela- 


tion to sales. More specifically this group would embrace 


| all of the retail trade units, including department stores. 


chains, mail order companies, food processing or distrib- 
uting companies, tobacco companies, textiles, motion pic- 
tures, and most producers of perishable or season con- 
sumers goods. 

Group 2, would include most manufacturers of finished 
goods and materials without a well integrated raw mate- 
nal position. Among the more important industries in 
this group would be the automobile and accessory manu- 
facturers, electrical and household equipment makers, 
lire, aircraft, building supply and paint manufacturers. 
Oil refining and marketing companies without a well in- 
legrated position of controlled crude oil supplies might 
also be included. 
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Net Working Capital Ratios in Leading 
Industries 


Percentage Ratio 
Net Working 








Capital to 
Total Assets 

Advertising, Printing and Publishing. . . 37.8 
Automobiles and Trucks............ 30.6 
Automobile Parts and Accessories............ Jo Soy pee eee 40.8 
Automobile Tires, Rubber Goods, etc... .... 0.00222 40.4 
Building Equipment Supplies and Construction 30.4 
Chemicals, Industrial... ...... 29.4 
Electrical Equipment... . . 41.0 
MCN OS oy acc ititace ms 35.6 
Household Products and Supplies........ 43.2 
Machinery (Agricultural)........... 59.6 
Machinery (Industrial). . . . 40.4 
Metals (Non-Ferrous). . . . 19.0 
Metals (Gold).............. 23.8 
Office and Business Equipment. . 42.1 
Oil Producing and Refining... . . ey 20.9 
Paper and Paper Products..... 11.9 
PUNE oS osc cs ects ss None 
Railroad Equipment........ 20.4 
oS 38.0 
Steel and Iron............ 19.8 
Sugar Producing and Refini ethers 28.6 
Textiles and Apparel..... 42.5 
Theatres and Motion Pictures. 15.8 
Tobacco and Tobacco Products. . 70.0 
Utilities (Holding Companies). 3.57 

3.37 


Utilities (Operating Companies). 





Group 3 embraces the heavier manufacturing indus- 
tries, which are well protected on raw material supplies 
or dispose of a large part of their output on long term 
contracts which provide for some protection against ad- 
vancing prices. In this group would be included the 
chemical companies, sulphur producers, paper companies 
and many of the smelting and steel companies. Machin- 
ery manufacturers and some paint manufacturers would 
also fall in this middle class because they dispose of their 
output principally to large industrial consumers. Farm 
machinery companies, on the other hand, because of their 
very large individual customer receivables would fall 
into the second group, requiring larger working capital 
for normal requirements. 

Group 4, the extractive industries, are the best situated 
from the standpoint of low working capital needs, because 
their fixed assets comprising ore or mineral reserves have 
a ready cash value as soon as recovered and in times of 
credit stringency can even be sold under contract before 
actually brought to the surface. As gold and silver com- 
mand a fixed mint price, these metals normally are most 
liquid and the precious metal mining companies, conse- 
quently, require a minimum of working capital, after 
their development has carried to the stage of stable com- 
mercial production. Industrial metal producers such as 
copper, lead and zine mining companies are in a favorable 
position under normal conditions and enjoy a particu- 
larly favorable position during periods of rising metal 
prices. Coal companies also have relatively low working 
capital requirements, but depressed conditions in this 
industry have seriously im- (Please turn to page 781) 
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Inflation signs worry Washington. President’s amazing 
tip-off in fireside chat that nation faces crisis like 1929 
crash is considered largely political scare-argument for 
court revamping, but greater weight is given concern 
shown by fiscal and economic experts in the adminis- 
tration. Rising wage-price spiral viewed as threat to 
balanced recovery—might cause real price inflation be- 
yond power of Government to control, or buying resis- 
tance spelling early end to recovery. Eccles’ lengthy 
statement is only one symptom of existence of this 
feeling. 


Economic controls other than monetary should be used 
by Government at once if administration wants a 
“planned economy,” in belief of several high New Deal 
economists who are advancing their views at risk of 
being termed “against social progress.” These include: 
abandonment of all administration plans to curtail pro- 
duction through such measures as new NRA, new 
AAA, Guffey coal bill, etc. at time when more goods 
rather than higher prices is the need; termination of all 
administration policies tending to raise prices; abandon- 
ment of encouragement of 30- or 40-hour week, strikes, 
restrictions on employment, and wage increases to work- 
ers above lowest earning categories; postponement of 





WASHINGTON SEES 


Signs of price inflation. 


Balanced budget and deflationary policies 


advocated within the administration. 
Supreme Court issue ending in compromise. 
Constitutional amendment not improbable. 
Labor conditions and policies chaotic. 
Maritime commission facing trouble. 


Third term for Roosevelt? 








BY E. &. T. 


low-rent housing program and curtailment of public 
works so Government will not compete with private 
industry for building labor and supplies. 


Stable economy should be primary concern of admin- 
istration, in this view, and all social welfare schemes, 


however inherently desirable, should be subordinated to F 


this end at whatever immediate political cost. However, 
this view represents minority of New Deal policy-mak- 
ers; the spenders predominate. 


Conflict will rage for long time between these two 
views within and without the administration. High cost 


of living will be big issue. Labor groups will insist answer 


is blanket increase in wages, and they will talk louder 
than long-range planners who think better policy is to 
keep prices down until consumption catches up. Pro- 
ducers are eager to up prices despite warnings of leaders 


in many industries, particularly building materials, that 


this may kill the goose to get the egg. 


Court issue will end in compromise, is private belief 


of all around the Capitol, but just what is a guess. Out- j 


come will be long deferred. Both sides playing waiting 
game. Chief benefit of hearings is the publicity, keeping 
the nation interested, as Senators’ minds are all made 


up and those still publicly uncommitted will be influ: f 


enced by pressure (or lack of it) from White House 
and constituents rather than by speeches. 


Amendment to Constitution may be by-product—but 
not solution—of Supreme Court fight. Many are being 
pressed, and both liberals and conservatives may agret 
on one or two to insure Congress’ power to enact social 
and economic legislation of national scope. Belief is 
strong that if submitted to conventions instead of state 


legislatures, a “New Deal amendment” would be rati- fF 


fied in a few months. 


ening wn Washington 











SRDS 


Child labor legislation is again in foreground as New ff 
York’s rejection makes ratification of amendment re § 


mote. Attention reverts to law like prison-goods ban, 
with states prohibiting sale of child-made goods and 
U. S. aiding enforcement by preventing interstate ship 
ment in violation of state laws. Many administrative 
difficulties in this, however. 
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Intra-labor fight will be long and bitter, helping neither 
labor nor industry. Observers think A F of L will gradu- 
ally lose out to CIO unions. Latters’ strategy is to 
demand much and take whatever they can get for time 
being with ultimate goal exclusive bargaining recogni- 
tion and closed shop. The next step will be C IO a pow- 
erful political force demanding a hand in shaping eco- 
nomic policies—and in industry management. 

Much talk currently about need for national labor 
policy, but it will be long in formulation. Wagner labor 
act, even if upheld, isn’t the answer. Sit-down strike 
epidemic alarms many officials; also some labor leaders 
who fear public reaction. Growing sentiment that 
worker has property right in “his job is countered by 
demands that unions be more responsible. Latter point 
is conceded by some unions which are willing, on terms, 
to guarantee against sudden shut-downs. 


Building credit not expected to suffer materially from 
expiration of F H A’s guarantee (Title I) of bank loans 
for repair and modernization since many banks and in- 
stallment credit firms will continue making monthly- 
amortized loans on joint personal and collateral basis 
popularized by F H A activities in this field. Much pres- 
sure was exerted to continue program, but F H A wanted 
to get out of it, devote attention to permanent program 
of insured mortgages. 


Social Security and housing link is proposed by some 
slum-clearance advocates who propose that social secur- 
ity reserve fund be invested in bonds of low-rent hous- 
ing projects, thus early fulfilling predictions that SS 
fund would be subject to “raids” before it got very large. 


Relief program will be submitted to ee 
Congress by F D R soon after re- il 
turn from Warm Springs. May con- 





tain elements of permanent policy but observers think 
it will largely continue present scheme with only feeble 
attempt to shift burden to states. All agree it will 
hardly be kept within $1,500,000,000 limit mentioned in 
budget in January. 


Tax bill will be held off to close to deadline for expiring 
excise taxes in hopes of reducing lobby pressure for drop- 
ping these and. for adding new ones on various imports. 
By June the administration may have forgotten its “no 
new taxes” promise and propose some increased levies. 
It has happened before. 


Maritime commission gets off to bad start facing ac- 
cumulated mess of problems and irreconciliable predilec- 
tions of members which make emergence of workable 
shipping policy unlikely. Chairman Kennedy will de- 
serve high laurels if he makes this run as smoothly as 
he did SEC. Subsidies, labor, public ownership, are 
among the knotty problems. 


Anti-trust enforcement will be pushed hard by the 
administration soon. 


Power and floods are being linked by public ownership 
enthusiasts who seek to establish “little T V As” on all 
watersheds. Roosevelt boosted the idea in radio talk 
virtually accusing courts of stopping flood prevention 
and implying promise of cheap electricity to all if admin- 
istration is left unhampered. T VA helps it along, be- 
coming indignant at aspersions that it played small role 
in recent Ohio floods. Utilities are fighting to demon- 
strate that flood control and power production are 

usually incompatible, that different 


— a types of dams and reservoirs are re- 


“quired, but if they say much their 
(Please turn to page 792) 
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What Federal Power Means to 


Industry and Investors 


Bonneville and Grand Coulee—First of a Series of Three 


Articles on the Great Water Power Developments 


BY FRANCIS C. FULLERTON 


 —e the main objectives of the present Adminis- 
tration is the preservation and utilization of natural 
resources. In furtherance of the former it engages in 
re-forestation and in plans to prevent soil errosion: in 
furtherance of the latter it is spending millions on our 
waterways, partly with a view to improving navigation 
and controlling floods, but mainly with a view to the 
production of electric power—this production to serve 
as a yardstick with which to measure the rates charged 
for privately-produced electricity. In the northwest the 
Government is building two huge dams which are of 
particular interest from the standpoint of utilities and 
other industries affected. 

The Sites. Both are in the Columbia River Basin. 
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The first, the Bonneville project, is forty-odd miles above 
the city of Portland, Oregon, where the river narrows 
as it cuts through the Cascades. The second, Grand 
Coulee, derives its name from a huge depression, further 
up and to the east of the river. The depression varies 
from five hundred to a thousand feet deep and may 
once have been the Columbia’s old bed. 

Bonneville Dam. Is really two dams resting on an 
island in mid-stream. Length, 1250 feet: depth, 170 
feet to the lowest foundation of the structure. This 
project is almost ready for operation. It has a single- 
lift lock which will raise vessels sixty-six feet from 
approximately sea-level and open up about fifty more 
miles of the Columbia to navigation. It has two salmon 
ladders—and salmon elevators lest the salmon fail to 
take to the ladders in their annual dash from the sea 
to spawn. Much more important, however, than locks. 
ladders and lifts is the fact that two of Bonneville’s ten 
generating stations, each of 43,200 kilowatts, will be 
producing electric power within a year. Significant note: 
the first two units will have an output equal to about 
half the existing electric capacity of the district and 
when all ten are operating, well. 

The Cost. The War Department estimates a total 
cost of $75,233,300 to complete the Bonneville project, 
more than $50,000,000 of which would be for power 
and the balance for navigation and fishways. Indirect 
costs are problematical. 

Grand Coulee. In a much less advanced state than 
Bonneville and will be no problem until 1939. Has been 
referred to as the largest structure man ever planned: 
Has a potential capacity not far from five times Bonne- 
ville’s potential, which is about equal to that of Muscle 
Shoals. 

The Purpose. Ostensibly, navigation and flood con- 
trol. Really, power production which is always played 
down in the acts authorizing this kind of thing lest they 
be found unconstitutional. 

The Policy. General power policy remains to be fixed 
by Power Board headed by Ickes. Motives are obscure. 
but it seems that our politicians continue firmly con- 
vinced that there is still capital to be made out of 
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Grand Coulee Dam, a component in the Columbia River Basin development, gradually nears completion. 


thumping privately-owned utilities. Rates must come 
down and the benefits of electricity must be carried to 
the sparsely populated parts of the country. So deter- 
mined is the Government to achieve these objectives 
that it is putting itself into the power business on an 
enormous scale. Specifically, the Government’s policy 
in regard to the northwest can be found in President 
Roosevelt’s recent recommendations to Congress. He 
suggested that Congress pass laws providing for a Co- 
lumbia River Administrator whose powers would include 
the acquisition of privately-owned electric transmission 
lines and other facilities through condemnation pro- 
ceedings. This is a power that the Tennessee Valley 
Authority does not have. Hence, it would seem that from 
now on privately owned utilities will not only have pres- 
sure put on their rates (however low they may be, as is 
the case in the northwest) by Government competition, 
but that if more pressure is needed they can be clubbed 
into complete elimination by condemnation. Other sug- 
gestions made by the President are that not less than fifty 
per cent of the power available at Bonneville be reserved 
for public agencies until January 1, 1939, and that after- 
wards public agencies be given a preferential status. 
Thus, municipalities are to be given plenty of time to 
sell bonds and make other arrangements in the event 
that they, too, desire to enter the power distribution 
business. Power not wanted by public agencies may be 
sold to private interests but contracts may be cancelled 
on five years’ notice. Should the private interests take 


the power for resale, contracts will carry stipulations as 
to the resale rates. 
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The Effects. Cannot, of course. be clearly foreseen 
at the present time. The salmon, for example, may or 
may not fall in with the arrangements made for them: 
if they do not, an industry worth millions of dollars 
annually to the district will just disappear. Nor are the 
effects of the power part of the program very much 
clearer. So far as the private utility interests in Wash- 
ington and Oregon are concerned they are the least 
vulnerable in the country from a rate standpoint. In 
this territory residential rates average less than three 
cents a kilowatt-hour. The War Department’s proposed 
rates for Bonneville (at the switchboard) are three mills 
per kilowatt-hour up to 100,000 kilowatt-hours a month, 
declining to half-a-mill at the 1,000,000 kilowatt-hour 
mark. The schedule provides also for a monthly de- 
mand charge of sixty cents per kilowatt-hour for power 
contracted. It is the War Department’s claim that these 
proposed changes would amortize the project over a 
fifty-year period. On the other hand, if it is public 
ownership for the sake of public ownership that the 
Government wants then not even low rates will save 
the private interests. Locally, there is considerable 
sentiment against public ownership and the elimination 
of the private utilities which, it is pointed out, are large 
taxpayers. 

Utilities Affected. Utilities operating in the Bonne- 
ville area include Northwestern Electric and Pacific 
Power & Light. These are subsidiaries of the American 
Power & Light Co. in which the Electric Bond & Share 
Co. is interested. Also in the same area is Puget Sound 
Power & Light, an Engineers (Please turn to page 788) 
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Developments 


BY STEWART 


jvm fact that the asset value of the common stock of 
the Atlas Corp. as of January 31, last, amounted to 
$20.59 a share, compared with an asset value of $18.77 on 
October 31, 1936 undoubtedly was an interesting sign of 
progress to the company’s stockholders. More interest- 
ing, however, to the country at large was the question- 
naire which accompanied the report. Atlas wants to 
know whether its owners desire reports more frequently 
than every six months, whether their preferences run to 
a balance sheet or a statement of condition, and whether 
a limited and reasonable profit-sharing plan for the man- 
agement would be favored—the profit-sharing plan to 
substitute in whole or in part for fixed salaries. This, it 
would seem is something new, a stride in the direction 
of improved corporate democracy. In the past it has 
been the custom for too many company managements to 
give the stockholders totally inadequate information and 
in the form that the management, wished. The action 
of Atlas is a great improvement on the old system. 
Would it be possible perhaps to effect even further im- 
provement in the relationship between stockholders and 
management if a limit were placed upon the number of 
votes possessed by any one individual or interest. In 
other words, every stockholder of record would have one 
vote no matter how few shares he owned but that no 
one would have more than, say, a thousand votes though 
he owned a million shares. Certain shares of the Suez 
Canal Co. are restricted to one vote for every twenty-five 
shares with a maximum of ten votes. It would seem that 
some such provision in a company’s articles of incorpora- 
tion would prevent its being run too exclusively for the 
benefits of the big stockholders. 


“The People Made a Big Mistake" 


The citizens of the Commonwealth of Australia have 
just voted on two constitutional amendments and re- 
jected both by substantial majorities. In one the cen- 
tral government sought power to regulate movement of 
agricultural products in interstate commerce. In the 
other it sought control of aviation safety laws. The 
chagrined comment of Premier Lyons was: “The people 
have made a big mistake.” Maybe so, but it was their 
own choice. One nice thing about democracy is that the 
people have a right to make their own mistakes. In too 
many places the mistakes are being made for them by 
dictators. The outcome does seem strange, however, in 


756 





Worth Noting 


M. GRANGE 


a country so noted for its social liberalism. In our own 
land liberalism in recent years has seemed increasingly 
synonomous with increased power for the Federal govern- 
ment, or so it has been interpreted by our politicians, 
Can it be that they are wrong? Are the people growing 
skeptical of Washington’s magic wand? It would clear 
the air to find out by taking the Supreme Court issue 
before them for a simple yes or no on a constitutional 
amendment. Here, too, it is our inalienable right to make 
our own mistakes! 


Boeing Forges Ahead 


Not long ago it looked for a time as if the Boeing 
Airplane Co. was being nosed out by its competitors. 
The Douglas DC-3 was the very last word in air trans- 
portation and as a result this company was swamped 
with orders—so swamped indeed that it was unable to 
get going on the four-engined ship it was supposed to 
have been building jointly for the country’s major air- 
lines. Boeing in the meantime had been quietly design- 
ing a new four-engined bomber. Although the first of 
these flying fortresses crashed, the army was so impressed 
with the craft that it ordered thirteen of them at a cost 
close to the four million dollar mark. Likewise impressed 
were the commercial airlines: Pan-American Airways 
ordered half-a-dozen clippers. More important still, the 
united front of the domestic transport companies was 
broken when T. W. A. decided not to wait for the Doug- 
las four-engined ship, but to give immediate orders to 
Boeing. Boeing now advertises that it is the builder of 
America’s largest landplanes and seaplanes, that it is 
the only company building four-engined aircraft exclu- 
sively—four-engined transports, four-engined bombers 
and four-engined clippers. So great is the press of busi- 
ness that the company’s directors have decided to raise 
more working capital by issuing additional stock to exist- 
ing stockholders. 


Tire Companies Develop New Products 


Research is constant with the big rubber companies. 
It is this research that has increased the life of an auto- 
mobile tire five times or more in twenty years and at the 
same time cut the cost immeasurably. The public, how- 
ever, is used to this and it no longer attracts attention. 
Nevertheless, one can hardly overlook the announce- 
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ment of the Goodyear Tire & Rub- 
ber Co. that it has developed a new 
tire with rayon, instead of cotton 
cords. The new tire for high speed 
heavy bus and truck runs is said to 
show the possibility of giving four 
or five times as much mileage as the 
old style tires For ordinary pas- 
senger car travel nowever, where 
sustained internal heat is not the 
same factor, the rayon tire is said 
to be little superior to the cotton 
tire. The manner in which rayon 
has -ut into silk and cotton for ap- 
pare] nas been remarkable, but here 
it seems is another case where the 
man-maae fibre may partly sur- 
plant the natural. 

Another instance of successful 
research on the part of the rubber 
companies is the Nukraft an- 
nounced by Goodrich some months 
ago. Nukraft is a hair cloth im- 
pregnated with latex which is used 
asa spring decking for railroad and 
automobile seats. There is also a 
wide field for its use in mattresses and furniture. 


Pictures, Inc. 


Harvester Develops Cotton Picker 


When the cotton picker developed by the Rust broth- 
ers of Memphis was tried last year it occasioned consid- 
erable excitement and there was much speculation as to 
its possible social effects upon southern labor. It appears 
now, however, that the Rust cotton picker is to have a 
rival in one invented by International Harvester. In- 
stead of employing moistened spindles as does the Rust 
machine, Harvester’s spindles have little barbs on them 
to which the cotton clings until it is removed by brushes. 
The new picker is not yet commercially available, but 
the stockholders of International Harvester undoubtedly 
will be gratified that their company evidently has no 
intention of losing its place as the leading manufacturer 
in the agricultural implement field. 


Factory Houses 


The results achieved in pre-fabricated housing to date 
are nothing to get excited about; but while the factory- 
built home remains pretty much of a dream, the effort 
to make it come true is having some significant results 
which point to a practical compromise between full and 
partial pre-fabrication. The partly pre-fabricated house 
is increasingly a commercial success for the reason that 
it makes some short-cuts in costs but stops short of the 
complete standardization of appearance that has proved 
distasteful to so many potential home buyers. Various 
companies today are selling “parts” which builders as- 
semble. These “parts,” providing improved quality of 
construction at lower labor cost, by no means form a 
complete house, but make possible an over-all economy 
even though a goodly part of the project is carried out in 
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The Army's new flying fortress, the Boeing B17, on the runway at Langley Field, Virginia 


the traditional handicraft manner. Reynolds Metals 
Corporation, a pioneer in partial pre-fabrication, is now 
meeting with considerable success in this field. Ameri- 
can Houses, Inc., which stirred up a fleeting public 
interest some time ago with a fully pre-fabricated, air- 
conditioned home, is now banking on a “chassis.” This 
consists of an ingenious steel frame—made by Truscon 
Steel— a special plywood for walls, ceilings and floors, 
and mineral wool for insulation throughout. The steel 
parts, few in number, embody special interlocking de- 
vices which eliminate use of nails, screws or bolts. The 
plywood is riveted to wall, floor, ceiling and roof “sec- 
tions” which, when put together form composite trusses. 
No skilled labor is necessary for erection of this chassis. 
Selection of heating and kitchen equipment is left to the 
builder, as is the exterior finish. The company states 
that in the first week after announcement of this chassis 
more than twenty builders signed contracts for exclusive 
dealerships in their respective areas. More to the point, 
actual sales already exceed the number of fully pre- 
fabricated houses sold by this manufacturer during the 
past three years. 


Private Brands or Advertised Brands? 


Our traditional government policy against price-fixing 
schemes of any kind seems to be in process of complete 
reversal. The highest court of the State of New York 
has reversed itself and manufacturers of widely-adver- 
tised goods can now fix a figure below which the retailer 
must not sell. Retailers predict that all states will have 
laws similar to that of New York within a few months; 
in the meantime the Tydings-Miller Federal resale 
price maintenance bill moves forward to Congressional 
enactment. Such price-fixing in nationally advertised 
goods, however, will strengthen the position of private 
brands; and competition for the consumer’s dollar will 
not disappear. 
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Riis the developments of the past month or two 

have provided the stockholders of General Motors and 
Chrysler with food for thought. Last year stockholders 
had been going along blithely, believing in the continu- 
ance of the business recovery and that the resulting 
further increase in public purchasing power was assurance 
enough of greater prosperity than ever for the big auto- 
mobile companies. Then came the strike that completely 
paralyzed the operations of General Motors. Although 
there was some face-saving and the company made no 
agreements as to the closed shop, the subsequent settle- 
ment cannot be considered other than a distinct victory 
for the United Automobile Workers and Lewis’ Commit- 
tee for Industrial Organization. This was followed very 
shortly by the recognition of the union by the steel in- 
dustry, pay increases and the forty-hour week—a devel- 
opment which has amazed those who appreciate the 
steel industry’s classical attitude towards outside labor 
organizations. 

Still more recently, the Chrysler Corp., whose em- 
ployees were unionized to a much greater extent than 
were those of General Motors when the latter’s trouble 
started, was presented with an ultimatum by the United 
Automobile Workers that the union be designated the 
sole bargaining agency for the company’s sixty thousand 
workers. This, of course, in addition to demands for pay 
increases, the thirty-hour week and so forth, although the 
matter of sole representation was really the crux of the 
dispute. The resulting strike is still in a deadlocked state 
at this writing, the company having obtained a court in- 
junction ordering the sit-down strikers to vacate its prop- 
erty. In the meantime, sit-down strikes continue to in- 
terrupt to a greater or lesser degree the operations of 
parts manufacturers. No sooner do we hear of one such 
strike being settled than. comes the news that another 
has broken out. Practically without exception. settle- 
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ment is made on a basis favorable to the workers. 

From this brief sketch of labor relationships, the stock- 
holders of General Motors and Chrysler can hardly be 
blamed if they deduce a formidable and long enduring 
increase in costs, threatening profits. They realize that 
for the automobile companies to raise prices is to go 
against their most fundamental policy, which has always 


been either to lower prices or to give increased value 
for the money. Stockholders feel, therefore, that while 
part of the increase in costs may be absorbed by a higher 
efficiency, part also will come from profits because of 
the tradition that forbids higher selling prices until the 
move is actually forced. If automobile selling prices are 
raised, as they may well be with introduction of 1938 
models in November, there will arise the question of 
what effect it will have upon demand. 

Now since the matter of General Motors and Chrys- 
ler standing as investments turns so largely on the point 
of profit margins, it would be well to look into this a 
little further. Last year the Chrysler Corp. sold 1,066,229 
vehicles from which, together with subsidiary activities, 
it derived a net profit of $62,110,543. This is equivalent 
to roughly $60 a car. The same calculation applied to 
General Motors is not so simple for it is complicated by 
activities other than automobiles far more than Chrys: 
ler. For the purpose of this discussion it may be said 
that the big motor companies have been accustomed to 
receiving from their automobile operations alone a net 
profit which averages something between $50 and, say, 
$75 a car. 

With this in mind, the significance of the recent in- 
creases in wages and materials will become readily 
apparent. In November, General Motors increased 
wages five cents an hour: another five-cent-an-hour in- 
crease went into effect last month. On the basis of 
operations in 1936, these increases would add some 
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$55,000,000 to the annual pay- 
roll. This is equal to more than 
925 a car. Chrysler, too, has 
been quietly raising wages: in 
February the company con- 
firmed the report that on the 
basis of last year’s operations 
the wage bill this year would 
be between $13,000,000 and 
$14,000,000 higher. Assuming 
that this increase will not 
merely take the place of the 
bonuses which the company 
paid in 1936, it means that 
Chrysler has committed itself 
to an increased wage cost of 
about $13 a car. If this seems 
to be less drastic than the ef- 
fect upon General Motors, it 
is to be remembered that Gen- 
eral Motors is more nearly the 
manufacturer of its cars, while 
Chrysler tends more to being 
an assembler of parts. As the 
parts makers also have been 
granting pay increases and as 
there have been many in- 
stances of the automobile mak- 
ers agreeing to higher contract prices, it will probably 
make little difference in the long run what proportion 
of his car the automobile manufacturer fabricates him- 
self. 

If the automobile stockholder had nothing more than 
the increase in direct costs to take into account, his 
concern would be considerably less than it is actually. 
Unfortunately, consideration must be given also to the 
higher cost of materials. Copper and lead have been 
soaring: the union agreement was followed promptly 
by increases between $3 and $8 a ton in steel prices: 


Wide World 
Workers seeking jobs at the Hudson Employment Offices prior to recent strikes. 


Courtesy Chrysler Corp. 


Final operations on assembly line before strikes upset production. 
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pig iron is at the highest level in many years, as an 
arms crazy Europe places orders so large as to tax trans- 
portation facilities. Tire prices were raised 6 per cent 
at the beginning of the year and have just been increased 
as much again. Both General Motors and Chrysler, of 
course, have big stocks of materials on hand, bought 
before the recent increases went into effect. But at the 
current rate of production—assuming an early settle- 
ment of the Chrysler strike—another month or two will 
see the more important of these stocks exhausted. 

It may be reasonably assumed that when all the 
known increases in materials become fully 
effective, it will cost between $15 and $20 
more to manufacture a low-priced car. 
When this is added to the higher direct 
labor cost and some allowance is made for 
the incidence of higher indirect labor costs 
in the plants of parts manufacturers, it is 
evident that the earnings of the automobile 
companies will only be sustained if they 
themselves raise prices by an appreciable 
amount. They might, of course, cheapen 
their cars, or leave off a gadget or two. 
but it is hardly possible that their latitude 
in this direction would permit them to ab- 
sorb the higher costs in full. 

On the other hand, while the dark side 
of the automobile picture currently looms 
most in the public eye, no fair appraisal 
can neglect that there is also a bright side. 
This is the remarkable manner in which 
the public’s appetite for automobiles re- 
mains insatiable. Despite the epidemic of 
strikes, the Department of Commerce esti- 
mates that more than 750,000 motor ve- 
hicles were produced in the first two 
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or $20 a car in order to earn 





months of this year, com- 
pared with 678,000 in the 
first two months of 1936. 


SALES OF MOTOR LEADERS 


as much as they earned last 
year. An increase as small 
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6, the estimated output of | 

127,000 units represented a . 

new peak, although the CHRYSLER 
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Chrysler and Hudson shut- 
downs have since brought 
about a decline. Nor are 
sales figures less encourag- 
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or two larger, probably 
would have negligible effects 
in curtailing demand. 

If this were all there were 
to it, admittedly the stocks 
of both General Motors and 
Chrysler are cheap on earn- 
ing power and yield. Gen- 


| as this, or even one a dollar 
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with 177,000 last year. The 
used car situation is re- 
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share that was paid in divi- 
dends. The stock sells to- 
day around $63. Last year 
Chrysler earned $14.25 a 
share and distributed $12 a 





ported as generally much 500 
better than at this time last 
year. 

All-in-all the demand side 
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share in dividends to its 
stockholders. The stock can 
be bought today for about 
$124 a share. 

On the other hand, the 
stockholders of General Mo- 
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tion of whether labor is go- 
ing to permit the automobile companies to get their 
wares before the public—and at prices which the public 
will pay. If they are going to be permitted to do this, 
there seems no doubt of their consumer sales. The 
strikes probably have done very little damage to total 
sales so far. It is true that General Motors’ sales to 
dealers during the first two months of the year aggre- 
gated something under 121,000 units, or little better 
than half the company’s capacity. However, this does 
not mean necessarily that the company lost any business 
at all, for dealers had stocks on hand and, between sales 
made from these stocks and the prospective customers 
who were willing to wait, General Motors probably lost 
no ground. The same thing is proving true of Chrysler 
and so long as the company’s operations are not curtailed 
longer than two, or at the most three, weeks there is 
no reason for expecting any loss of consumer business. 
In the event that there should occur strikes in the 
automobile industry which actually hold output under 
demand, there could hardly be any discussion over the 
near-term investment standing of any automobile com- 
pany. But let us assume that the situation becomes no 
worse than it has so far and that strikes come and go, 
without, however, resulting in a real net loss in the year’s 
output. In this case there is justification for the expec- 
tation that the industry will produce at least 10 per 
cent and perhaps 15 per cent more cars than the 4,617,000 
produced in 1936. It is not easy to guess what this 
would mean to General Motors and Chrysler. Certainly, 
other things being equal, it would mean more than a 
10, or 15, per cent in net profits. If it resulted in an 
increase in profits of as much as 20 per cent, it would 
go a long way to offset all the recent increases in direct 
labor costs. A 10 to 15 per cent increase in sales, there- 
fore, plus the normal improvement in manufacturing 
technique, might mean that General Motors and Chrys- 
ler would have to raise their selling prices by only $15 
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tors and Chrysler can hardly 
be expected to acclaim a situation where, provided a 
menacing situation grows no worse which it well might, 
their companies will report earnings as large this year 
as they did last. One is justified in looking for a further 
improvement in general business and also for a continu- 
ing upward trend in commodity prices. Under such 
conditions, what the stockholder of today wants is a 
situation where there are very sound grounds for expect- 
ing a company to earn more in 1937 than was earned 
in 1936 and a fair prospect that profits will be still 
higher in 1938. For such a company he is willing to pay 
dearly and ignore a current low income return. Of com- 


' panies such as the motors, where a material increase in 


earnings is unlikely, he demands a large percentage re- 
turn on his capital. In this connection it might be noted 
that the 25-cent dividend declared by General Motors 
last month was considered disappointing. A year ago 
at that time the company declared twice as much. 
Financially and from a fundamental trade standpoint 
there is nothing wrong with either General Motors or 
Chrysler. It is only that recent developments, striking 
directly at the heart of their earning power, have caused 
investors to hold them in less esteem. This is seen in 
the sluggish action of their stocks in recent months. 
Another straw is the sale of large blocks of stock by 
certain General Motors officials. (Remaining holdings, 
however, are still huge.) Finally, statistical compilations 
of investment trust operations show some disposition 
towards the liquidation of automobile holdings. 
Moreover, apart from the adverse labor developments 
and the rapidly mounting costs faced by the automobile 
companies, there is the not altogether unwarranted 
thought at the back of many investors’ minds that 
automobile production cannot go very much higher. 
They can visualize the possibility of beating 1929's rec- 
ord output of 5,600,000 units either this year or next, 
but last year’s output would (Please turn to page 782) 
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year 
A ° 7 fresh in the memory of most investors is the dividends. Among this group of companies are a num- 

te veritable flood of increased and extra dividends received ber which will show earnings substantially in excess of 

ape in the closing weeks of 1936. A very considerable por- recent dividends and it is logical to assume that in order 

Cc ° ae e . x ° 
aa | tion of these dividends was motivated no less by the de- to avoid paying a tax on surplus profits most of them will 

ut | sire to escape the new tax levied on surplus profits than declare extra dividends in the near future, or prior to 

a a sizable and widespread improvement in earnings. the close of their fiscal period. 

M € f There were, however, a fairly large number of companies The accompanying tabulation is made up of compan- 
die whose fiscal year did not coincide with the calendar year ies whose fiscal year ends subsequent to March 31, and 
r é ° ° ° ° e . ‘ 

4 » and for this reason they were able to postpone action which, on the basis of indicated earnings, appear to be 
( x . . . er" . ant, © . 
ea » with regard to the disbursement of special and extra promising candidates for favorable dividend action. 
year choaneanil 
ther | 
. 5 ee e 
inu- > Extra Dividend Candidates 
uch fF —— , — 

a —_ Earned Per Share ty o Last ; R 

f ear A i uarterly ecent 

t | _COMPANY Ends 1936 1937(e) 1936 Payment Price COMMENT 
eCl- F Amer. Agricultural Chemical... .. . June 30 4.71 6.00 4.00 1.00 93 Fertilizer outlook promising and company’s strong finances 
ned | would permit d of ly all net income. _ 

J | American Car & Foundry......... Apr. 30 Nil 0.75 None seas 64 Company likely to resume preferred dividends in early future 
still ¥ ane payments on common may be made before 1938. 
pay a eae June 30 1.04 2.50 0.50 0.3714 27 y's late i have shown strong uptrend. Divi- 

a ton this year may total at least $2. 

OM- f Black & Decker Mfg............. Sept. 30 2.74 3.50 None 0.25 32 Dividends recently r d and subsequent payments should 

; 4 be higher or aug dbyag extra, 
e | Champion Paper & Fibre.......... Apr. 26 1.26 2.00 1.00 0.25 57 Rising demand co shed with important i 

re- § . reflected in net. Company may pay at least 33 this year. _ 

| Columbia Pictures................ June 27 4.96 5.00 1.00(a) 0.25 34 Later results should reflect returns from recent successful re- 
ted FF leases. Mey pay a higher cash dividend. 

tors ff Continental Steel................. June 30 2.67 4.00 1.50 0.25 ae n late earings likely to be sustained and higher 

— dividends are " live possibility. 
ago Dow Chemical................... May 31 4.42 6.00 2.20 0.60 146 Indicated earnings foreshadow substantial extra dividend. 
= Company continues to expand and new products promise 
ad important additions to earning power. 
yint Food Machinery................. Sept. 30 3.33 eee 1.00 0.25 54 Company well able to increase present rate of ‘dividends and 
Ei payment of $2 or more would encourage conversion of 414% 

; OF Fe ; 5 preferred, is 
ing ’ International Harvester............ Oct. 31 5.66 as 2.50 0.624% 104 Change in fiscal year made company liable for a proportionate 
a tax on surplus in 1936. An increase in present rate or a gen- 
sed = erous extra likely this year. 

. m Liquid Carbonic...............0- Sept. 30 3.16 5.00 1.85 0.65 52 Additions to company’s lire has tended to reduce seasonal 

mF dependence and recent earnings improvement augurs strongly 
hs a for increased dividends. 

& =e ae Aug. 31 6.73 8.50 3.50 1.00(b) 77 Company eamed $2. 14a share in November quarter. Out- 

by EE look g an pany should pay a sizable 

; q extra later this year. 
12S, fe Paralfine Companies.............. June 30 4.56 5.50 2.75 1.00(c) 85 Improved price situati: led with i ing d d for, 
i . building materials should reflect in higher net. May pay $4 
ons Ey . or more in current dividends. 
ion fF Procter & Gamble............... June 30 2.39 4.00 1.87% 0.75(d) 58 Earned $2.03 for 6 mos. to Dec. 31, last. Increased prices 

| aaa should offset higher raw material costs. Further extras likely. 
Sherwin-Williams...............- Ausg. 31 8.04 eee 4.00 1.00 150 Further expansion in current demand for paint indicated. 
nts f Shares in line for larger dividends or a substantial extra. 

4 SA MPRCMMIATOUE SS oak sd nis cea June 30 2.72 5.00 1.80 0.75(f) 42 Earned $2.16 for von 6 mos. to Dec. 31, last. , Sustained de- de- 
vile & mand for (p indi- 
ted oe cated. Further « oxen probable. 

e ) Waukesha Motor................ July 31 1.83 2.75 0.70 0.25 33 Recent sales reported to have gained sharply. Company 
hat § may pay extras sufficient to bring total dividends up to $2 for 

tae current fiscal period. 

er, Wesson Cil & Snowdrift.......... Aug. 31 4.40 Care 2.50 0.62%4(b) 52 Demand has gained and net for 6 mos to Feb. 28 was equal 
ec: to $3.51 a share. Larger extras likely. 





xt, (a)—Plus 5% in stock. (b)—Incl. 50c extra. (¢)—Interim dividend. (d)—Incl. 25¢ extra. (e)—Estimated. (f)—Incl. 40c extra. 
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for Protection and Profit 


Waex the market has advanced almost continuously 
for two years, it is time for the investor to consider 
whether his securities are the ones he would prefer to 
own in the event of an unexpected decline in the market. 
In the light of this thought, it is suggested that you 
keep your oils and consider the advisability of switch- 
Oil securities should be held for 


ing into the oils. 
investment until a definite 
shortage of oil develops, in 
spite of the fact that they 
would go down part way in 
a market break. 

The current production of 
crude oil and the stocks of 
gasoline do not of themselves 
reveal the true position of 
the oil industry under pro- 
ration. The important 
things are the rate of dis- 
covery of new oil pools, the 
control of the fields discov- 
ered, the available excess 
potential production which 
is being held back, and the 
balance among the market 
products of crude oil. These 
fundamental factors point to 
a continued increase in the 
prosperity of the oil indus- 
try. 

The increase in gasoline 
stocks is no greater than 
the increase in gasoline de- 
mand. They are related to 
the fact that distillate fuel 
oils for house heating are 
selling too low. Their price 
should advance until a bal- 
ance is naturally produced 
between the stocks of gaso- 
line and fuel oils. This can 
only happen through fur- 
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Own Some Oils 


An Appraisal of the Outlook for Petroleum 
Stocks With Specific Suggestions 


BY BARNABAS BRYAN, JR. 


ther advance in the price 





Nesmith. 


Gasoline stocks are reported large but heavy demand con- 
tinues and promises to grow to record proportions 


of crude oil. It is doubtful 


if the price of crude oil can be held down to its present 
level throughout the present summer. 

Looking over the field situation we find that during F 
the past two years, the new pools discovered about 
equal or slightly exceed the amount of oil taken from Ff 
the ground. Thus, one could say that the industry will f 


not be able to advance prices F 
any further for some time 
to come. The shallowness ol F 
that conclusion is evident 
when it is realized that the | 
new discoveries are being | 
handled by proper engineer | 
ing methods, which prevent | 
rapid, wasteful development. 
The oil will be produced for 
a profit in all such cases, 
and that means the elimina- 
tion of the old “flush” pro- 
duction of a new field with 
the accompanying break in 
prices. 

The older fields are slow- 
ing down. It is much easier 
to enforce proration today 
than it was a year ago. It 
is now generally conceded. 
that to raise the production 
of East Texas would be dar: 
gerous to the life of the field 
by lowering the amount o 
oil to be later recovered by 
present methods. There is 
very little cry for more rapit 
production, in spite of the 
fact that the field situation 
is “tight” and many refiner 
would like to get more crude F 
Further north, the Okla — 
homa City field has ceased [ 
to be a menace. The poten F 
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Among the Favored Oils 


Earned 


Divs. 


Per Share Paid Recent 

COMPANY 1936 1936 Price 
I i saadpeideuct evened. sexsve 1.00 0.80 33 
Continental Ol... 2. cc cccccscccccccccccne 2.30(e) 1.50 45 
Mid-Continent Petroleum................+5- 2.50(e) 1.15 35 
SEs PUMOIOU 5 005 ccccecscccscesccseces 4.20 2.50. 58 
PB TON 5 acess ccdssosccnsececvewneees 1.63 None 23 
Union Oil of Califomia.............000e05 1.40 1.00 27 
ST ONENED : <o.009.554 Shas iss sn'éeiss o's N.F. 0.50 34 
MEMOS sic doe ons esdesse se seensees 3.90(e) 1.50 85 
ESS eee Sv sine ia vesse ten 0.70 0.60 21 
SEE cioicle cise Femina Pn ee ois Se bab eine ts 1.75(e) 0.73(b) 60 
SENS cna ts Foals saw aie'e vacles sawn s <5 4.00(e) 1.50 s8 
SCN OOE EE Oe Pee 1.30(e) 0.70 19 
Stendard Oil California... ............000- 1.60(e) 1.20 48 
Ro Be a ee 4.00(e) 2.00 14 
PED. 0 0006 C80 a 000s ececssevecoesecss 2.60(e) 2.00 113 
Oo ee eee N.F. 1.25 23 
laternational Petroleum. ...........-000.005 1.65(a) 2.50 37 


(e)—Fiscal year ended June 30. 
b)—Giving effect to 100% stock dividend 12/21/36. 





tial is so completely gone, that proration may be elim- 
inated there in the near future. The true situation in 
California is shown by decreasing shipments to the East 
Coast. 

The lack of balance between stocks of gasoline and 
distilled fuel oils is due in part to the rapid growth of 
house heating by oil and in part to the changed quality 
of the average crude oil produced. The market for fuel 
oil was developed while the supply of low grade crude oil 
was excessive. As the depth of the average oil well in- 
creased, the character of the oil changed, always becoming 
higher in gasoline and lower in fuel residues. This trend 
may be expected to continue, since depth normaliy 
means a better reservoir for the oil pool and therefore 
a higher grade oil. Thus it may be expected that the 
average new field discovered will give an oil high in 
gasoline and low in fuel residues. The market must 
adjust itself to this change, by restricting the use of 
fuel oil in relation to gasoline, which can happen by a 
rise in the price of fuel oils and crude in relation to 
gasoline. The change can be retarded by the importation 
of more heavy crude or the unexpected discovery of 
large new fields of heavy crude. 

This situation reveals the start of an undersupply of 
oil. Fuel oil has been and must continue to be a by- 
product of the production of gasoline, and if the supply 
has changed in content, prices must adjust the demand 
to the supply. It is, of course, possible that oil men will 
be so foolish as to overproduce gasoline in order to bring 
about their own ruin by heating houses too cheaply. In 
this case, such a condition should not last long, because 
the dangerous shut-in production is decreasing rapidly. 
The mal-adjustment has not progressed so far as to be a 
serious hazard to gasoline prices during this year. 

The phenomenal demand for gasoline is likely to last 
another twelve-month, regardless of any possible decline 
in business activity. The cars are in existence to use 
the gasoline and the desire to use the cars will cause 
economy elsewhere before the use of gasoline is re- 
stricted. There are no indications that the total mileage 
of busses and trucks will be curtailed in the near future, 
if ever. 
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The note of caution which may have been detected 
by the reader is entirely due to recent proposals in 
regard to the Supreme Court. In case the court is 
changed in such a way that the N R A could be validated, 
it may be expected that industry will be confronted by 
control of its markets on the one hand, and a labor 
monopoly on the other. This is what started the rails 
on their long decline. Profits would vanish and the 
market would anticipate the news. 


Selection of Companies 


Since the improvement in the oil industry is funda- 
mental and results from a change in the nature and 
control of supply, the main point is to own some good 
oils. If oil and its products are to work higher in price, 
then all solvent oil companies will find it easier to make 
money and in time their securities will reflect the 
change. Income from dividends will also reflect the 
difference in earnings and a stock which now shows a 
moderate yield may show a high percentage next year 
on this year’s price. 

There are good arguments for each of the varying 
groups within the industry. We incline, however, to 
favor the crude oil companies somewhat above the 
others not only because of the larger profits to be made 
in this branch but also for the inflation hedge which 
such investments afford. Those who concur in this 
view should certainly own Creole Petroleum and Humble 
oil and should look with favor on Amerada, Barnsdall, 
and Ohio Oil. 

Among the integrated companies which reflect the 
American domestic industry, there are a goodly number 
which are worthwhile. A desirable selection might in- 
clude Continental, Pure Oil, (Please turn to page 790) 
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Profit Possibilities and Current Ineome 
Offered by Convertibles 


BY J.S. WILLIAMS 


D URING the past year there has been a steady increase 
in the number of new convertible bonds and preferred 
stocks and the popularity of the conversion feature as a 
financing medium shows no signs of waning. Both from 
a corporate and investment standpoint the convertible 
issue has several advantages. A company, by issuing 
convertible securities, is enabled to set a lower interest 
or dividend rate than might otherwise be the case, and 
still assure ready acceptance of the issue by investors. 
Also a company availing itself of the convertible device 
does so in the belief that it may never be necessary to 
refund or retire the issue from cash resources. The con- 
vertible feature is intentionally designed to take care of 
retirement. 

From the standpoint of the individual investor, a con- 
vertible bond or preferred stock offers the implied pro- 
tection of its senior position in the company’s capital 
structure, while the potential value attaching to the 
conversion feature promises important price apprecia- 
tion. Moreover, in addition to offering an opportunity 
for sharing the speculative possibilities of a company’s 
common stock, selected convertible issues yield a larger 
current return than could be obtained from the common 
shares. 

Pertinent to the subject of convertible issues, how- 
ever, is a word of caution. Once the conversion privilege 
has become valuable, at some point it would be advan- 
tageous for the company to call the issue, either in whole 
or in part, and in this manner force holders to convert. 
It is important, therefore, if serious losses are to be 
avoided that the investor supervise closely all con- 
vertible commitments against the possibility of redemp- 
tion. Also, if at any time during the life of the con- 
vertible feature, the aggregate return on the stock which 
holders of the convertible issue would be entitled to 
receive is greater than that for the convertible issue, it 
would be advantageous to either sell the issue or 
convert. Various time and price limitations are usually 
embodied in a conversion feature and the investor is 
urged to familiarize himself with these and be guided 
accordingly. 

The accompanying tabulation lists a selected number 
of bonds and preferred stocks which, in addition to 
yielding a fairly good return, possess conversion features 
of potential value. Several of these have been chosen 
without prejudice to the others for more detailed 
comment. 
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Consolidated Oil Debentures 


Consolidated Oil Corp., debenture 344’s 1951 accord 
holders the privilege of converting into the company’s 
common stock at $25 a share until 1941, when the price 
increases to $30. Thus, while the shares are currently 
quoted about 8 points below the conversion price, the 
length of the time element lends considerable attraction 
to the debentures, providing in effect a long-term “call” 
on the stock at $25 a share. 

The report of Consolidated Oil covering operations 
for the full 1936 year has not been issued but it has been 
reliably estimated that earnings available for the com- 
mon stock will be in the neighborhood of $1.15 a share. 
This would be equivalent to an increase of more than 
457% over 1935 and the best showing for the com- 
pany since 1929. These results reflect in part the gen- 
eral improvement experienced by the oil industry as 
a whole last year, and more specifically the stronger 
trade position attained by Consolidated Oil and the 
substantial reduction in the company’s funded debt. 
The net result has been a material strengthening in the 
company’s credit position, entitling its funded obliga- 
tions to a higher investment rating and enhancing the 
possibilities for larger earnings. 

The debenture 314’s are outstanding in the amount of 
$50,000,000 and ahead of the 14,000,000 shares of com- 
mon stock are 56,758 shares of $5 preferred stock. 
Last year the company paid dividends including an extra 
of 25 cents totaling 80 cents a share on its common 
stock and recently the shares were placed on regular 
basis of 20 cents quarterly. In the light of the promising 
outlook for the oil industry this year, however, it is quite 
probable that extra dividends will be paid. In the event 
that the shares are placed on a $1 basis, it would be to 
the advantage of holders of the debentures to convert, 
in order to obtain the increased income. 


A Bond with Attractive Warrants 


Although the National Dairy Products 3°4% de- 
bentures of 1951 are not convertible the bonds have war- 
rants attached, enabling debenture holders to purchase 
10 shares of common stock at $25 for each $1,000 de- 
benture. After May 1, 1938, the stock purchase price 
advances to $28. That these warrants may become 
quite valuable is suggested by prevailing levels for the 
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stock, which are just short of the purchase privilege. 

Earnings of National Dairy recorded appreciable im- 
provement last year and profits of $13,282,028 were nearly 
$4,000,000, or 42%, larger than in 1935. Fixed charges 
were covered better than five times and net available for 
the common stock was equal to $2.01 a share as com- 
pared with $1.38 a share in 1935. Results last reflected 
the benefits of increased sales and higher prices and the 
company appears likely to be favored by similar condi- 
tions this year. 

The debenture 334’s were issued about a year ago in 
the amount of $62,545,500. The proceeds, augmented 
by $7,000,000 in bank loans, were used to retire $65,839,- 
500 5 5, 1% bonds, resulting in a savings in interest charges 
of more than $1,000,000 annually. The indenture of 
the bonds provides that all proceeds derived from the 
sale of stock to warrant holders will be utilized to retire 
the bonds. If all warrants are exercised, 625,000 addi- 
tional shares of stock would be issued and the company 
would realize between $15,625,000 and $17,900,000, with 
a corresponding reduction in the amount of debentures 
outstanding. This eventuality, of course, would not only 
strengthen the position of the remaining debentures, but 
would also enhance the equity position of the common 
stock. Affording a current yield of about 314%, the 
debentures offer a sound investment medium plus a 
potenially profitable stock purchase feature. 


Yield of 4% with Conversion Privilege 


With the proceeds of $8,198,178 derived from the sale 
of 285,000 shares of 5% convertible preferred shares 
($30 par) last November, Butler Brothers retired 
$5,176,000 5% debenture bonds on February 1, last and 





added something over $3,000,000 to working capital. The 
preferred shares constitute the company’s senior capital 
liability. Holders have the privilege of converting each 
share of preferred into two shares of common stock up 
to December 1, 1938, after which the conversion drops 
to 154 shares of common. 

Butler Brothers is one of the oldest wholesale mer- 
chandising organizations in the United States. In late 
years, however, the company has extended the scope of 
its operations to embrace the operation of a chain of 
variety and dry goods stores and the promotion of co- 
operative buying on the part of independent merchan- 
disers throughout the country. Formerly the company’s 
business was largely of a mail order nature, but today 
direct selling plays an important part. In its capacity 
as a jobber, the company offers independent merchants 
a wide variety of merchandise, including furniture, hard- 
ware, dry goods, jewelry and cutlery. Retail activities 
include the operation of two chains—the Scott 5c-to-$1 
stores in the Middle West and the L. C. Burr dry goods 
stores in the Southwest. Acting in an advisory capacity 
and furnishing retail assistance to some 4,000 variety and 
dry goods stores, the company assures itself of some 
$30,000,000 in business annually from these sources. 

The company’s sales and earnings have shown steady 
improvement since 1932 and last year gross of $81,302,- 
409 compared with $73,085,491 in 1935. Net income 
last year totaled $1,908,100, or the equivalent of $1.73 
a share for the 1,102,667 shares of common stock, com- 
paring with $1.17 a share earned in 1935. Last Decem- 
ber, the company paid a dividend of 60 cents a share 
on the common, the first since 1930, and earlier this 
year another payment of 15 cents was declared. The 
rising tide of retail sales (Please turn to page 790) 





Convertible and Stock Purchase Bonds 



































Rasent Current Common 
Issue Price Yield Stock Price COMMENTS 
Consolidated Oil Convertible into stock at $25 until 1941. Earnings in '36 ~ ‘cre, at $1.10 a share on common. 
___Deb. 3%, 1951.............. 104 3.4 ———17_ Debs. attractive for income and appreciation, Call price 1 
Great Northern Rwy. Convertible into stock $75. Stock earned about $4 share ios year and divs. may be resumed this this 
___ Series H 4s, 1946.. sse+e- —*'4'0 : 3.6 (52 year. Call price 105. Attractive for income. 
United vee Corp : Warrants entitle holders to purchase 30 shares of common at $10 a share. Bonds attractive on yield 
___ Coil. Tru. 414s, 1951 (WwW. W. »” si 9 =—,—ti = 7 basis and for potential value of warrants. 165 3 
Studebaker Corp. Convertible into stock at $12.50 a share. Attractive speculation based on abili y_of company to 
RS OC Beane 144 a 18 extend recent gains. Call price 100. et 
National Dairy Products Attached warrants entitle holders to purchase 10 shares of common at $25 = each $1,000 debenture. 
___Deb. 3%s, 1951 (W. W.).. 105 3.5 25 Bonds yield fair return and warrants have potentia value. Call price 














(a) Bonds quoted “‘flat."’ Interest at 3% annually is a fixed charge; balance payable out of earnings at edie of directors until Jan. 1, 1938. 


Convertible Preferred Stocks 








Atlantic a 








Convertible during 1937 into common at $36 a share. Common pays $1 dividerd, Earned $2.59 





























__ 4% Conv.. beadpe eens itor 112 __36 34 in ‘36. Preferred attractive for income and profit. Call price 105. 
Bangor & Aroostook Convertible into 2 shares of common by payment of $5 for each preferred share held. This is equal 
5% Conv.. Rasy saris sewed 108 4.6 43 to $52.50 conversion price for common. Shares have merit for income and ove; long term possibilties 
_ for price t. Call price 10714. 
Butler Bros. Convertible into 2 shares of common to Dec. 1, 1938. Common paid 60 cents a share last year and 
5% Conv. ($30 par)........... 34 4.4 17 saree $1.73. Preferred yields a fair return and prospects favor further earnings gains. Call price 
Vp, 
Glidden Convertible into 9 shares of common for each 10 shares of preferred until Mar. 1, 1939. Common 
Won Conv. ($50 per)......... 56 4.0 47 earned $3.29 in 1936 fiscal year and current earnings are higher. Larger common div. likely and 
would enhance conversion feature. Call price 55 
Otis Steel Convertible into common at $25 until Mar. 15, 1938, and at $33 14 until 1944. Common earned 
51e% First Conv......0....0005 92 5.9 22% $1.31 last year. Outlook favors further gains. Shares semi-speculative but have interesting possi- 
bilities. Call price 105. 
Westvaco Chlorine Pats. Convertible until Sept. 1, 38 into 1 1/10 shares common; until Sept. 1, ‘40 into 1 share. Common 
5% Conv. ($30 par)........... 33 4.4 25 pays $1 in divs. and earned $1.47 a share in ‘36, Shares have merit for income plus longer term 
possibilities for price gain. Call price 33. 
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Prosperity Returns to Southern Rails 


Investment Opportunities in Four Issues 


BY EDWIN A. BARNES 


jv past year witnessed marked gains in railroad traffic 
and revenues and nearly all of the major systems re- 
corded larger earnings. In the case of some carriers the 
improvement was modest, while for others the gains 
were quite substantial by contrast with 1935. Partic- 
ularly noteworthy was the showing made by the South- 
ern group. Of about a score of railroads reporting the 
most conspicuous gains in earnings last year, ten of them 
were roads serving the South. The ability of this group 
of roads to make a uniformly good showing is in itself 
notable—but it is also of particular significance in that 
it reflects in a large measure the increasing importance 
of the South as an industrial region. 

Although complete data are not available, there can be 
no doubt that for some time there has been a steady 
trek southward by all types of industries. During the 
past year, however this movement gathered increasing 
momentum and was vividly dramatized by the an- 
nouncement of the United States Steel of its intention 
to spend $29,000,000 in expanding its producing facilities 
at Birmingham. The erection of new plants by various 
units in the paper industry will account for at least 
another $25,000,000, to which must be added the large 
expenditures announced by chemical, rayon, tin plate, 
packing and paint companies for the erection of addi- 
tional plant facilities throughout the South. In the wake 
of this movement on the part of Big Business, thousands 
of smaller businesses and merchants have contributed 
their efforts to bring about what promises to be a salu- 
tary and far-reaching change in the economy of the 
South. 

The South has been brought into the industrial lime- 
light for reasons, which in the present setting, are not 
difficult to understand. Federal legislation enacted dur- 
ing the past four years has had, and will continue to have, 
a profound effect upon production, labor and distribu- 
tion. In self-defence industry is decentralizing, locating 
itself in sections where the labor situation is more favor- 
able, seeking closer alignment to raw material sources, 
and the closer proximity to important markets. The 
cost of power and transportation are important consid- 
erations and the factor of taxes is a considerable item. 
In fact, tax concessions are one of the principal induce- 
ments being held out by many Southern cities in their 
efforts to attract new industries. 

It is not difficult to envisage the favorable effects 
which this movement may well have upon the revenues 
and earnings of the principal railroads serving the South. 
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Such products as cotton, lumber, coal and citrus fruits 
have long been the chief factors determining the move- 
ment of freight traffic by Southern carriers. Industrial 
expansion will not only enlarge the diversity of traffic 
and lessen the dependence of these roads upon crop sizes, 
but it should increase the proportion of originated freight 
carrying higher rates. The movement of merchandise 
into the South will likewise be greater. 

The potentialities of the foregoing developments have 
not gone unnoticed marketwise and the substantial rise 
recently witnessed in the shares of most Southern roads 
attests the extent to which investment and speculative 
interest has been attracted to this group. Acquired, 
however, with a view to holding over the months ahead, 
selected issues among these roads would appear to possess 
well defined merit and potentialities of further sizable 
gains in price. Four of these issues have been chosen for 
detailed comment. 





Illinois Central 
Earned per Share Recent Div. 
36 1935 Price 
do.25 48.13 36 None 
d) Deficit. 





The Illinois Central system provides the shortest 
traffic route from the Great Lakes to the Gulf, traversing 
the Mississippi valley and with termini at Chicago and 
New Orleans. Among other important cities served are 
included Omaha, Indianapolis, Louisville, St. Louis, 
Memphis, Birmingham and Vicksburg. A subsidiary, 
Central of Georgia Rwy., operates in Georgia, Alabama 
and Tennessee, reaching such cities as Chattanooga, At- 
lanta, Montgomery and Savannah. This territory pro- 
vides the road with an exceptionally broad diversifica- 
tion of traffic. 

Reflecting an increase of about $17,500,000 in operat- 
ing revenues, accompanied by a substantial reduction in 
maintenance outlays, operating income in 1936 increased 
about $10,400,000 to over $17,000,000 and in place of 
the deficit of nearly $10,000,000 suffered in 1935, the 
road earned fixed charges in full by the margin of $765,- 
000. The latter figure was equal to better than $4 a 
share of the 6% preferred stock. Last year’s showing 
was the best since 1930. 

Funded debt of Illinois Central system totals about 
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¢378,000,000 and comprises about 70 per cent of total 
capitalization. Ahead of the 1,357,995 shares of common 
are 186,457 shares of non-cumulative 6% preferred stock. 
The capital set-up is such that considerable leverage is 
imparted to the common stock, suggesting the possibility 
of a substantial gain in per-share earnings, with the 
benefit of only a comparatively modest gain on traffic 
and revenues. Financial position of the road has im- 
proved and the maturity of a $12,500,000 note issue next 
June will doubtless be taken care of without difficulty. 

Currently selling around 36 Illinois Central common 
has recovered nearly 100 per cent from its 1936 low. 
However, with the road strategically situated to partic- 
ipate prominently in the industrial recovery throughout 
its territory, the promise of material improvement in the 
earnings position of the stock appears to be sufficiently 
assured to lend attractive speculative possibilities to the 
shares. 


Southern Railway 





Earned per Share Recent 
1936 1935 Price Div. 
1.01 d3.48 40 None 


(d) Deficit. 





Probably to a larger degree than any other major 
system, the fortunes of Southern Railway are dependent 
upon the prosperity of the South. With the single ex- 
ception of West Virginia, the road serves every state 
south of the Potomac and Ohio and east of the Missis- 
sippi Rivers and the system is laid out in such a manner 





Industrial upturn in the South shows a corresponding increase 


in revenues for southern carriers. 
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as to give it important competitive advantages. South- 
ern originates about half of its freight traffic and in ad- 
dition to such large cities as Washington, Richmond, 
Norfolk, Atlanta, Savannah, Birmingham, Cincinnati, 
New Orleans, Memphis, St. Louis and others, the road 
serves an imposing group of smaller cities and towns of 
commercial importance. As might be expected from the 
breadth of this territory, traffic is well diversified. Soft 
coal is the most important single commodity, with petro- 
leum products and lumber products ranking in that order. 
Manufactured, miscellaneous and L.C.L. freight accounts 
for more than half of total freight revenues. 

Last year Southern reported the largest operating 
revenues since 1931 and net income was the largest since 
1930. Fixed charges of about $16,800,000 were covered 
1.26 times and balance available for the 600,000 shares of 
5% non-cumulative preferred stock and 1,298,200 shares 
of common was equal to $7.18 and $1.01 a share respec- 
tively. The ratio of funded debt to stock capitalization 
is about 6 to 4, indicating the presence of an important 
leverage factor for the common stock. 

Accompanying the larger revenues and earnings, has 
been a considerable strengthening in the road’s financial 
position. Net working capital of $7,460,000 at the end of 
last year was nearly triple the 1935 figure. Cash ex- 
ceeded $12,500,000. Improved earnings have also en- 
hanced the probability that R.F.C. advances of $19,334.- 
204 can be advantageously refunded. 

Revenues thus far in the current year have continued 
to gain and while it is likely that costs will be larger. 
the road should derive considerable benefit from the 
larger movement of steel products, the expanding paper 
industry and sustained activity in such industries as 
textile, canning and chemical. On the whole, therefore, 
there appears to be a good chance that Southern may 
earn $4 a share or better on the common stock this year. 
Speculative commitments based on such possibility might 
be given favorable consideration at recent levels around 


40. 


Louisville & Nashville 





Earned per Share Recent 
1936 1935 Price Div. 
8.23 3.53 96 None 





In only a single year during the depression did Louis- 
ville & Nashville fail to earn fixed charges. In 1932 net 
income was equal to about 80 per cent of fixed charges 
and the following year was the only one in which no 
dividends were paid on the common stock. The fact 
that the road’s depression showing is outstanding among 
southern carriers reflects principally the advantages of 
a comparatively modest funded debt, rather than any 
unusual immunity of traffic and earnings to the ravages 
of depression. As a matter of fact with bituminous coal 
comprising about 60 per cent of total freight tonnage 
handled, Louisville & Nashville revenues and earnings 
are particularly sensitive to industrial activity. In the 
present circumstances this is a most promising factor, 
as witness the 1936 showing of the road. 

Gross revenues last year (Please turn to page 782) 
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National Enameling & Stamping 


Despite the handicap of unsatis- 
factory price conditions for part of 
its line, National Enameling & 
Stamping earned the equivalent of 
$2.99 a share last year, compared 
with $2.72 a share in 1935. The 
company’s president said that al- 
though prices were increased in the 
enameled, tin and galvanized ware 
division, it was not found possible to 
raise selling prices to correspond 
with higher costs. Nor were selling 
prices satisfactory for steel barrels 
which the company manufactures 
for the oil and paint trades; volume, 
however, increased last year. On the 
other hand, it was said of the com- 
pany’s new electric roasters that 
sales were “extremely gratifying.” 
Over the past decade or so National 
Enameling & Stamping’s kitchen line 
has met considerable competition 
from aluminum and other materials. 
As an example of decreased activities 
it might be noted that sales last year 
of $10,700,000 were less than half 
those of ten years ago. The com- 
pany, however is to be congratulated 
for its adjustment to the changed 
conditions. Plants and investments 
have been sold; funded debt and pre- 
ferred stock have been eliminated; 
large amounts of common stock have 
been bought in the open market and 
retired. Today, the business is 
owned lock, stock and barrel by the 
holders of 114,775 shares of common 
stock. With the sales trend of al- 
most all household equipment trend- 
ing upward sharply and, in view of 
the excellent reception being given 
the company’s new electric line, it 
would seem that around $35 a share 
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For Profit and Income 











some consideration might be given 
the common stock of National 
Enameling & Stamping as an income 
producing medium. 





Phillips Petroleum 


Reporting earnings for 1936 equiv- 
alent to $4.22 a share on the average 
number of shares outstanding, com- 
pared with $3.23 a share in 1935, 
Phillips Petroleum last year made 
the best showing in a decade. At 
the end of 1936 Phillips had 3,688 
producing oil wells and 195 were be- 
ing used for re-pressuring purposes. 
The company continues to mainiain 
its lead as the most important sup- 
plier of gas from which carbon black 
is made. Some 44 per cent of the 
nation’s production of carbon black 
was made from gas supplied by Phil- 
lips. Last year Philgas made further 
gains, sales for the period being 51 
per cent above those of 1935. Over 
the past few years Phillips Petro- 
leum has greatly improved its finan- 
cial and trade position and, although 
the stock at $55 a share recognizes in 
part at least the better status, the 
outlook for business in general and 
the oil industry in particular is such 
that additional gains appear likely. 


Dairy Companies Less Dependent 
Upon Fluid Milk 


The dairy companies over the past 
few years have been subjected to a 
great deal of political pressure, cen- 
tering in the fluid milk division. De- 
velopments have caused stockholders 
considerable alarm and for this rea- 
son they will be gratified to learn of 


the division’s lessening importance. 
The president of National Dairy 
Products referring to the operations 
of his company last year said: “A 
notable feature of 1936 operations 
was a considerable increase in earn- 
ings from our manufactured milk 
products, salad products, and _ by- 
products business. These divisions 
have accounted for a steadily larger 
proportion of National Dairy’s net 
for several years . . . consequently 
our fluid milk operations have de- 
clined in relative importance.” This 
was confirmed by the president of 
the Borden Co. who said that fluid 
milk profits in 1936 were only 11% 
of net earnings and that from the 
sale of 781,000,000 quarts the profit 
was one-ninth of a cent a quart. In 
1936 National Dairy Products 
earned the equivalent of $2.01 a 
share on its common stock, com- 
pared with $1.38 in 1935; while the 
Borden Co. earned $1.80 a share last 
year, against $1.10 in 1935. 


Metal Stocks 


As this is written the tremendous 
rise in metal prices has topped out. 
Copper abroad is appreciably under 
its best levels, while for two days 
running the country was confronted 
with the unusual spectacle of St. 
Joseph Lead making reductions in 
the price of its product. However, 
because the boom in metals rests 
upon so firm a foundation—a foun- 
dation which includes a_ rapidly 
mounting commercial demand on 
which there is being superimposed 
the enormous requirements of a 
world-wide armaments’ race—there 
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is every reason to suppose 
the current hesitation to be 
merely temporary. Even 
should the resumption of 
the upward trend of prices 
be somewhat slower in de- 
veloping than expected, 
stockholders in the metal 
companies have little cause 
for worry, for the antici- 
pated increase in volume 
alone guarantees larger 
profits. Although — shoe- 
string speculation in the 
metal shares obviously is 
dangerous at this point, we 
see no reason for disturb- 
ing long-term holdings of 
these stocks. 





Allied Chemical 


Earnings last year for 
Allied Chemical & Dye, 
equivalent to $11.44 a 
share of common. stock, 
were about up to expecta- 
tions. In 1935 the net 
profit, after dividends on 
the preferred stock, which 
has since been retired, was 
equivalent to $8.71 a share 
on the common. Because 
Allied was enabled to de- 
duct the premium of more 
than $8,000,000 which was 
paid in retiring the pre- 
ferred, the tax on undis- 
tributed profits was almost 
negligible, despite the fact 
that the regular $6 divi- 
dend was earned nearly 
twice over. This, how- 
ever, done once cannot be 
done again, and if this 
year’s earnings are well 
above 1936, as they might 
well be, it would seem as if 








Developments in Companies Recently Discussed 


Southern Pacific. Made an excellent January 


and February showing, both gross and net 
showing gains among the largest in the 
Despite the settlement of the 
West Coast strike from which the com- 


country. 


pany obtained large benefits, revenues have 
continued to run far above last year. 


McKeesport Tin Plate/National Can. Stock- 


holders of both companies have approved 
a merger. McKeesport Tin Plate Corp., a 
new Delaware organization, will issue two 
shares of its stock for each share of the 
present companies. 


American Tobacco. Broke sharply on the 


earnings report for last year which showed 
the equivalent of $3.71 a share for the 
common stock against $4.57. It had been 
freely predicted that the company would 
report enough to cover the regular $5 
dividend. It was known, of course, that 
costs were up sharply, but it had been 
thought that higher volume would more 
than offset the rise in costs. While the 
higher volume materialized, evidently not 
enough allowance was made for the ad- 


verse factors. 


Greyhound Corp. Report for 1936 makes the 


point that revenues dropped 16/2 per 
cent in the East during the last seven 
months of the year, following the cut in 
railroad passenger fares. There was, how- 
ever, an over-all gain of 5.3 per cent, 
owing to the rise in revenues in other 
parts of the country. 


U. S. Steel. Benjamin Fairless, president of 


Carnegie-Illinois, the company's largest 


Owens-Illinois Glass. 


subsidiary, recently forecast that his or- 
ganization would operate at 85 per cent, 
or virtually the practical capacity, for 
the next six months. 


New York Air Brake. Official statement has 


been made that the company's earnings 
may exceed the equivalent of $1.60 @ 
share for the first quarter of the present 


year. 


Mathieson Alkali. Is reported to be planning 


a large chlorine pliant in the south with o 
view to placing itself in a position to 
supply the bleaching needs of the many 
new paper companies that have sprung 
up in southern territory. 


Pittsburgh Plate Glass. Has joined with the 


Corning Glass Works in the formation of a 
new company whose business it will be to 
manufacture and sell glass in some of the 
new architectural forms such as glass 
brick, glass tile and molded glass. 


While on the subject 
of glass, it might be noted that the glass 
insulation manufactured by this company, 
which has been so successful under the 
steel tops of automobiles, is being applied 
in the form of a blanket to boilers. 


St. Joseph Lead. President states that higher 


prices for lead, zinc and copper might 
benefit aluminum appreciably. 


Standard Oil (New Jersey). Oil concessions 


in Bolivia have been cancelled by the Gov- 
ernment of that country. Company is to 
contest the Government's contentions. 











stockholders had strong reasons for 
anticipating more liberal treatment. 
The company’s principal outside in- 
vestments remain unchanged—224,- 
000 shares of United States Steel 
and 270,000 shares of Air Reduction. 
These investments are carried at a 
cost of $22,839,350 and at the end 
of last year had a market value of 
$38,532,000. 








Luxury Companies 


Business improvement, a large and 
widespread increase in purchasing 
power, coupled, it must be admitted, 
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with a lessened inclination on the 
part of the individual to lay up 
something for the future, are reasons 
enough for expecting the manufac- 
turers of luxuries to show improve- 
ment. Recently, of course, the 
stocks of these companies have been 
doing better, but the possibility of 
a veritable boom holds out the pros- 
pect that they may do better yet. 
A list of stocks in the luxury field 
would include such companies as 
Coty, International Silver, the 


watch companies, Bulova and Ham- 
ilton, and the fur companies, Hol- 
lander and Ejitington Schild, 


Stocks of Gasoline Large 


With gasoline stocks above the 
81,000,000 barrel mark, a record- 
breaking figure, it is rather surpris- 
ing to note that the oil stocks are by 
no means the weakest group market- 
wise. It is evident that many be- 
lieve that large as these stocks are 
compared with the stocks of 73,000,- 
000 barrels which were held at this 
time last year, there is relatively 
little difference between the two to- 
tals when consideration is given to 
the demand factor. The view seems 
to be a reasonable one to take. 
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Paper Stages a Reeovery 


Newsprint Lags Behind Other Divisions, 


But All Show Improvement 


BY HERBERT L. RUSTON 


“) 
uTLOOK for Paper Industry Good”—‘Industry 
Stages Comeback From Depression”—‘“Shifting Opera- 
tions Render Paper Securities Speculative”—‘‘Newsprint 
Output of North America Tops Record of 1929”—“Kraft 
Capacity 50 Per Cent above 1935 Level”—‘Newsprint 
Prices Near Depression Low”—‘Spectacular Profits in 
Southern Kraft”—“Paperboard Prices Marked Up as 
Backlogs Swell”—“Fears of Over-Production Dispelled.” 

In this welter of contradictory captions, the cursory 
reader is left floundering. Can the composite picture of 
the Paper Industry be clarified? What conclusions can 
be drawn from this confusion of dissembling opinions— 
what deductions from this mass of figures and forecasts? 
These questions may well be asked by the bewildered 
investor. One generalization appears justified. Taken 
as a whole, paper con:panies are operating close to 90 per 
cent capacity. They are emerging from a disastrous per- 
iod of deficits with 1937 earning prospects definitely 
improved. 

Possessing the largest plant investment of any indus- 


Photos in this article courtesy International Paper Co. 


Paper's Raw Material en route to the mill. 
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try per dollar of sales, operation at a higher percentage 
of capacity is essential to cover charges and carry over- 
head. In periods of reduced demand, drastic price cutting 
becomes general to maintain maximum tonnage. This 
characteristic is responsible for the dizzy peaks and deep 
valleys in the past cyclical curve of earnings—a charac- 
teristic which can be modified perhaps in the future but 
never entirely eliminated. There is little prospect of 
contracting the four or five hundred millions invested in 
Northern Mills during depression or checking new large 
scale investments in Southern slash pine mills during 
prosperity. It is this lack of flexibility in adapting out- 
put to changing demand which renders the paper stocks 
highly speculative. 

During the first quarter of this year demand is pressing 
production in every branch of the industry with the ex- 
ception of newsprint and here consumption requirements 
exceed the previous record peak of 1929. Super-sensitive 
to the trend of business conditions, favorable activity in 
paper reflected general recovery in 1936. With further 
improvement in retail trade, heav- 
ier shipments of packaged goods, 
increased magazine and newspaper 
advertising, demand for practically 
all types of paper should continue 
to expand. Thus buttressed by for- 
ward orders, the restoration of a 
better price level is in prospect. 


Kraft Paper Profits in the Bag 


It would appear from current 
company reports that profits from 
Kraft were already in the bag—lit- 
erally in heavy and light duty bags, 
also wrapping paper, paper boards 
and liners. Demand thus far ex- 
ceeds supply—high profit margins 
have been maintained and a back 
log of orders promise a continued 
substantial market. The salient 
feature of the industry has been the 
shift of producing units to the 
South. Fostered by rich resources 
of cheap, rapid growth slash pine, 
low wage scales and accessibility to 
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Favorable Prospects for Paper 
Containers 


Paper board is in a somewhat differ- 
ent position. This division of the in- 
dustry, which is concerned with the 
production of building and binding pa- 
per, corrugated and chip board, car- 
























































tons, shipping containers has already 
suffered severe trials in competition and 
price cutting and is now facing and 
expanding demand which promises fair 
stability. Furthermore markets have 
been broadened by the development of 
many new types of containers of cheap- 
er cost, less bulk and more attractive 
display features than wooden boxes. 
age Paper board, dependent as it is for 
er- raw material supply on the fluctuating 
ing values of ground wood pulp, cheap rags, 
his straw and mixed and unused paper, 
we Removing a Giant Roll of Finished Wrapping Paper from Mill. ee eee 
; : , ; facturing branches of the er indus- 
E ved rar Su, Sey ane = sprang ntl try—sensitiveness to the trend of general vi condi- 
; , ears. tj er : 
be Net result—operating costs cut between thirty aul baatey pe yeaa ger aginsion eee ae - 
‘Be per cent; imports reduced 37%; plant construction com- of smaller units by stronger pend such 4 Cunvaciie 
Ps 8 or to go into operation this year 50% above 1935. Corp., Robert Gair and Southern Paper together with 
ne ae participating in Southern low cost manu- the enforced stabilizing effects of the National Recovery 
acture include Meade and Scott, through a joint mill Act, swings in paper board will b ree 
at Brunswick, Georgia, Champion Pa t H a ane ina tnt so a 
™ ode roti Mee G mt p Pol - a ouston, as those of the heavier industries. On the other hand 
= he Faces ane 0 ae ae : a bag and Paper periods of increased general production in other industries 
mi am “4 al Paper through its subsidiary Southern will be reflected in higher paper board demand and 
- " a . acannon ta new producing units. The mounting paper board prices. In fact the presence 
ue ora amen se eg planned should accom- of these two factors accounts for the current prosperity 
ms <i i coho a. reel of semen tons, of manufacturing companies. So long as general busi- 
ve an anticipated ceannibihians in ety Se a a Le ee 
s, sumption for the next two years—trade 
: estimates 2,300,000 tons in 1937, 2,600,- 
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. some fears are entertained that the Company Products Peigse, Drce’ 1936 
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not in 1937. 
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THE BUSINESS ANALYST 




















= the spur of a suicidal arma- 
ment race abroad and insurgent 
labor at home the per capita index 
of Business Activity has leaped for- 
ward at a phenomenal pace since our 
last issue, reaching a new high for 
the recovery. At 98.5% of the 
1923-5 average, the country’s per 
capita volume of production and 
shipments topped the corresponding 
level a year earlier by more than 
30%. For the month of February 
our Index averaged 90.6, compared 
with 91.4 in January and 72.9 for 
February, 1936. During the first 


in 


— New High Steel Rate 
— Raw Materials Spurt 
— Building Gains Continue 
— Rail Revenues Higher 


Increases in business volume and 
prices commanded by staple com- 


modities have been so swift during 
the past fortnight as to smack 
strongly of speculation and, like all 
speculative excesses, must sooner or 
later end in reaction. When the set- 
back will take place in raw material 


















two months of the current year 
business activity averaged 22% 
better than for the correspond- 
ing period in 1936, and will prob- 
ably make an even better com- 
parison this month, despite the 
as yet mild recession occasioned 
by renewed outbreaks of labor 
trouble in the motor car and 
other industries. It is thus fairly 
safe to assume that business 
during the present quarter will 
be about 23% to 25% more ac- 
tive than during the first three 
months of 1936. 

Gains in basic commodity 
prices during the past fortnight 
have been even more spectacu- 
lar than the sudden expansion 
in general business volume, and 
have carried our Index of Raw 
Material Prices up to a new high 
for the recovery and an average 


Jahing. the Pulse of Business 


efforts to restore sanity in interna- 
tional relations, and there is a not 
altogether unfounded suspicion that 
John Bull still hopes to avoid the 
necessity of going through with his 
complete armament program. The 
success with which France’s recent 
issue of national defense bonds has 
been met promises to strengthen, 
temporarily at least, the weakest 
link in Europe’s diplomatic chain, 
and offers a modicum of encourage- 
ment that the world’s political ail- 
ments may yet be resolved peace- 

fully before _ civilization is 
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engulfed in chaos. Meanwhile 
business men and investors on 
this side of the Atlantic will find 
it fully as important to watch 
developments abroad as to ana- 
lyze conditions at home. 

It would help materially to 
clear up the fog of theorizing on 
economic problems if business 
commentators and Government 
officials who undertake to direct 
this new-fangled planned econ- 
omy would recognize that the 
role played by money during 
the inflation stage of a price 
cycle is merely permissive, and 
not causative. Surely we have 
had ample proof during the 
years of depression that cheap 
money does not of itself insti- 
gate either a rise in the price 
level or an increase in business 
activity; but that after psycho- 

















logical or industrial forces have 














year ago by nearly 31%. This 
is inflation, or at least a fair begin- 
ning, touched off however by non- 
monetary factors of which the more 
influential are foreign armament de- 
mands conjoined with monopolistic 
practices at home on the part of 
industrial management and organ- 
ized labor. 
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prices no one can predict with cer- 
tainty; but it would surely be pre- 
cipitated by a halt in the present 
mad armament race which, if pro- 
longed, can end only in war or bank- 
ruptcy for Europe. It is an open 
secret that both England and the 
United States are making strenuous 


initiated the spiral of improve- 
ment then continued expansion 
sucks an ever swelling volume of 
bank credit currency into the busi- 
ness stream until the supply is cut 
off by legal reserve restrictions. On 
the other hand, tight money does 
invariably check a business boom 
and precipitate a collapse in prices. 
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thereby initiating the downward 
gpiral of deflation. Money serves as 
food to business and speculation. 
You may gorge a man with food; 
yet he will not work unless he wants 
to or has to, and even then cannot 
labor long on short rations. 

Exciting causes of the present in- 
fation movement are, as always, to 
be sought in excesses of demand over 
supply. On the demand side are 
expanding business activity, prep- 
arations for war, and the acquisi- 
tiveness of speculators and hoarders. 
On the supply end are obsolescence 
of plant, planned curtailment of pro- 
duction, international trade bar- 
riers, and a growing monopoly over 
working conditions on the part of 
organized labor. Chairman Eccles 
of the Federal Reserve Board hopes 
that this perfect combination of in- 
fationary forces can be dissolved 
without resorting to the deadly 
bludgeon of tight money, suggesting 
heavier taxes as an alternative; but 
it is extremely doubtful if any mea- 
sure short of a return to peace on 
earth can impose more than a tem- 
porary check upon the present in- 
flationary movement until it collides 
with an unyielding credit barrier. It 
is this conviction which has been 
chiefly responsible for recent weak- 
ness in Government and other high 
grade bonds. 


The Trend of Major Industries 


STEEL—At close to 90% of ca- 
pacity the steel ingot rate has ap- 
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proached the 1929 record, measured 
in actual tonnage. Tin mills are 
operating at 100%. Demand from 
all sources, domestic and foreign, 
continues unabated and little reces- 
sion in output is looked for until the 
year-end holidays, barring labor 
trouble. Earnings of the leading 


steel companies for the first quarter 
will make exceptionally gratifying 
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comparisons with profits for the cor- 
responding period a year ago, de- 
spite increases in wages and in the 
cost of raw material. If wages and 
prices now were the same as last 
year, the huge increase in volumes 
would of itself cut unit production 
costs by about $10 a ton; so that 
recent price lifts of $3 to $8 a ton 
for finished products, which were 
designed to about offset the recent 
increases in wage payments, will in 
fact leave a large margin for higher 
profits. Insistent demand from 
Europe has congested our ports with 
scrap and pig iron waiting for bot- 
toms to carry away this much 
sought after raw material, and prices 
are skying. Huge armament pro- 
grams have created a tight situation 
in alloy steels and the ores from 
which these are made; so that all 
prices are mounting sharply. 


CONSTRUCTION—Construction 
contracts let in February in 387 
States East of the Rockies amounted 
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to $188,600,000, an increase of 33% 
over February, 1936. This compares 
with a 22% gain for the first two 
months. The two months’ increase 
in residential awards, however, came 
to 105%. According to a recent re- 
liable estimate about $1,300,000,000 
in new first mortgages should be 
placed this year, a figure which 
points to the erection of over two 
billion dollars worth of new build- 
ings in addition to at least a billion 
in public and engineering units. 


OIL—Gas and petroleum outputs 
have taken a sharp spurt during the 
past fortnight and stocks of both 
are beginning to accumulate at a 
rather unhealthy rate. Motor fuel 
stocks especially, at a level 13% 
higher than a year ago, are mount- 
ing faster than consumption. The 
statistical situation is not yet weak; 
but might become topheavy if the 





present rate of overproduction 
should be long maintained. Crude 
output is now running 20% ahead 
of last year, a pace which is obvi- 
ously too swift for stability. 


RAILS—On a daily average basis, 
the February increase of around 
10.5% in operating income of Class 
I carriers was about the same rate 
of gain as reported in January over 
the corresponding month of 1936. 
Fare reductions combined with gen- 
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eral business improvement have 
caused a 40% increase in other than 
commutation travel over Eastern 
railroads, compared with gains of 
only 25% for Southern and West- 
ern roads. 

Generally speaking it may be said 
that thus far gains in passenger 
gross income on Eastern roads un- 
der the lower fares have been about 
the same as would have been en- 
joyed with the old higher fares; but 
cost of haulage has been somewhat 
increased. In other words it looks 
as though the public spends ap- 
proximately a fixed percentage of its 
income for railroad tickets, and so 
merely travels proportionately more 
when fares are low. From a longer 
range viewpoint, however, more pas- 
senger travel must tend to develop 
heavier freight traffic. The recent 
agreement on railroad labor pensions 
is expected to save the carriers 
around $50,000,000 annually. Of 
far greater moment, however, is the 
continued expansion in heavy goods 
traffic, which has always been the 
backbone of railroad income. 


RAILROAD EQUIPMENT — 
Despite the gratifying expansion in 
equipment orders, manufacturers are 
not likely to report very satisfactory 
profits until price cutting producers 
have first absorbed all the business 
they can handle. In one instance 
freight car orders have been accepted 
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on a profit margin so low as $40 per 
car, whereas a 10% margin is con- 
sidered reasonable and necessary un- 
der normal conditions. Manufac- 
turers are also being handicapped by 
rising costs of raw material and the 
added expense of breaking in new 
labor. 


AUTOMOBILES — Despite re- 
newed plant closings by sit-down 
strikes—this time at the Chrysler, 
Hudson and Reo works—total motor 








AUTOMOBILE PRODUCTION 
160 





RS 
8s 


THOUSAND CAI 
ssee8s 


1936 


0 
JFMAMJJASOND 




















car output for the first quarter is 
expected to run about 12% ahead 
of last year’s first quarter. Unit 
costs, however, are $25 higher for 
labor and $10 more for steel. The 
industry has found that normally 
about 6% of the national income is 
spent for new automobiles, prac- 
tically a constant ratio. Conse- 
quently prices can not be advanced 
materially without risking possible 
loss of volume. 


METALS — After 


ing amounts of scrap which will 
be brought out by attractive 
prices, the world will soon be called 
upon to absorb excess supplies of 
around 20,000 tons monthly. On the 
other hand, with current world con- 
sumption running about 180,000 tons 
monthly, an expansion of only 11% 
in demand would absorb this surplus 
supply. Unfortunately, however, in 
this country consumption of the red 
metal usually slackens somewhat 
during the second and third quar- 
ters; while recent increases in labor 
and material costs combined with 
rate reductions will compel the utili- 
ties to skimp on new construction. 
Domestic lead prices, after advanc- 
ing to 7.35, St. Louis, have just been 
reduced by 25 points, the first cut 
since last October. Zinc is still in a 
tight statistical position and the 
price has advanced further since our 
last issue. Tin prices are soaring un- 
der the impact of a rapidly receding 
visible supply. In cooperative re- 
sponse to representations by the 
United States, its best customer, the 
foreign tin combine has consented to 
increase second quarter quotas to 
110%, instead of 100% as originally 
set, thereby making available about 
700 additional tons monthly. 


MERCHANDISING — With re- 
tail prices up 6.1% over a year ago 
merchandise sales in February con- 
tinued to make gratifying compari- 
sons with February, 1936. Chain 








stores gained 12.6%, department 
stores 10%, and variety stores 9.5%, 
though profits earned by the latter 
are being squeezed by rising costs, 







UTILITIES — Though electric 
power output is running 16% ahead 
of a year ago, utility earnings are 
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failing to keep pace because of 
mounting costs and continual rate 
reductions forced by Government 
policies. This suffices to explain 
why utility stocks have been soft in 
a bull market. 


Conclusion 


The phenomenal spurt in Business 
Activity and in Raw Material Prices 
to fresh recovery heights since our 
last issue has been so spectacular as 
to smack strongly of speculation 
and like all speculative excesses, 
must sooner or later end in reac- 
tion. Indeed, as this is written, it 
seems possible that a set-back of 

some __ proportions 








spurting to nearly 18c 
the price of foreign 
copper has reacted at 
present writing to 
around 17c, and some 
observers believe that 
this marks the culmi- 
nation, for awhile at 
least, of the copper 
boomlet. World out- 
put of refined and 
blister copper during 
February exceeded 
apparent consump- 
tion by 13,600 Ibs. 
It is believed that 
aiound 50,000 tons of 
new copper which has 
been accumulating in 
the foreign market 
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may already have put 
in an appearance. A 
new wave of sit-down 
strikes in the auto 
mobile and other in 
dustries has put a 
temporary check 
upon the recent sharp 
expansion in business 
volume, while lower 
prices for copper and 
lead appear to mark 
a culmination for the 
time being at least i 
the rise of _ basic 
staples. Business vol 
ume for the first 
quarter, nevertheless, 
should average 23% | 
ahead of last yeah fF 
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STOCK MARKET VOLUME 





10,364,890 14,544,940 
Total Transactions Same Date 
Year to March 20 1936 

148,685,276 167,548,043 


Week Ended March 20 Week Ended March 13 Week Ended March 6 


14,844,410 


Same Date 
1935 


46,975,010 








Note: 





Latest figures compiled as of Mar. 20. (b)—1,000 Gross tons. 
(e)—Estimated. (f)—Dun & Bradstr ( 


A Age —y *—tron Age Composite. 


'23-25—100. 
ended Mar. 18. De—December. 


MARCH 27, 1937 


*—000 


omitted. t—000,000 omitted. 


Ja—January. Fe—Fe 





eet, 


bruary. 


(C}—Tron Age. (d)— 
}—U. S. Labor Bureau 
§—Week 


THE MAGAZINE OF WALL STREET'S COMMON STOCK INDEX 
1936 Indexes 1937 Indexes 
—_—_ of High ow Mar.6 Mar. 13 Mar. 20 
High Low vena (1925 Close—100) ae 
106.0 78.4 330 COMBINED AVER. 122.0 105.0 122.0H 120.4 117.2 
204.6 113.4 5 Asgricultural implements... 240.6 204.6 240.2 240.6H 227.5 
68.6 39. 6 Amusements...... ...... 72.6 67.8 70.8 70.1 67.8 
143.5 116.8 16 Automobile Accessories... 146.6 128.1 137.6 134.1 128.4 
24.9 17.7 13 Automobiles............ 30.1 23.3 29.7 28.7 28.0 
156.8 104.3 8 Aviation (1927 Cl.—100). 178.0 156.8 178.0H 171.4 170.1 
23.8 12.6 3 wong (1926 Cl.—100).. 28.5 21.8 25.1 24.6 23.6 
500.9 318.6 2 Bots. & Cks. ('32 Cl. —100) 536.0 456.6 512.3 530.1 532.4 
262.0 202.8 : Business Machines........ 308.6 262.0 308.6H 296.8 286.3 
de i Nee 2” Ee 242.8 214.7 217.1 221.3 214.7 
237.1 187.5 19 Chemicals OL Eee Poe 245.9 228.7 245.9H 245.2 243.4 
73.8 42.8 15 Construction............. 88.3 73.4 87.6 86.6 83.4 
166.4 87.9 10 Copper & Brass........... 217.3 165.9 213.4 214.4 197.2 
47.8 39.3 2 Dairy Products........... 43.0 40.7 41.0 43.0 41.9 
41.8 23.3 10 Department Stores........ 42.7 36.0 42.7H 41.0 39.5 
100.1 72.8 8 Drugs & Toilet Articles.... 108.8 92. 108.7 106.2 108.1 
441.1 227.2 2 Finance —. --see+ 388.4 338.7 346.9 353.8 338.7 
70.1 60.9 7 Food Brands............. 71.9 65.6 69.4 68.0 69.4 
56.6 41.4 4 Food Stores............. 53.2 50.0 51.7 50.8 50.0 
103.2 65.7 | eer ee 122.3 103.2 121.5 122.1 118.2 
1296.9 1116.0 4 Gold & Platinum Mining.. 1253.6 1149.1 1211.1 1203.1 1172.1 
51.0 36.6 5 Investment Trusts.......... 58.6 49.2 58.6H 58.2 55.5 
341.6 265.2 3 Liquor (1932 Cl.—100)... 421.2 277.4 298.7 316.4 321.2 
189.5 134.7. 9 Machinery.............. 209.8 189.5 208.6 199.0 191.2 
107.4 61.3 2 Mail Order.............. 104.2 89.6 103.6 104.2 97.7 
83.9 59.4 4 Meat Packing............ 109.6 79.6 104.8 102.0 101.4 
232.5 159.5 14 Metal Mining & Smelting.. 334.1 232.5 322.5 334.1H 306.7 
a ee) ee rere 23.5 19.0 20.8 21.4 23.0 | 
142.8 97.2 24 Petroleum & Natural Gas... 158.1 142.8 153.6 158.1H 151.6 = || 
96.6 67.2 18 Public Utilities........... 114.9 96.6 104.5 99.9 99.7 | 
35.4 26.7 4 Radio (1927 Cl.—100).... 31.7 28.4 30.9 4 28.6 | | 
100.4 52.5 9 Railroad Equipment....... 112.9 100.4 129 = 2 101.5 | 
39.8 27.3 24 Railroads................ 48.6 37.2 8.6 48.1 | 
Be wae: ) aaa aan 985 240 266 25:8 24.0 | 
87.6 62.7 4 Shipbuilding............. 84.6 76.0 84.4 82.2 78.9 | 
124.5 85.2 12 Steel &lron............. 165.6 124.5 165.4 165.6H 157.1 \| 
Ee an terre 45.2 38.7 39.6 38.7 40.9 
SU5-0 Sees DB SO oo csvcercevscecs 171.2 159.9 167.9 164.3 160.4 } 
97.4 76.6 3 Telephone & Telegraph.. 85.3 81.4 83.8 83.3 81.4 
Ji. = i are 91.8 77.1 88.0 86.2 84.0 
20.9 10.6 4 Tires & Rubber........... 29.2 20.5 27.3 29.2H 28.2 
en Se eS ee 99.4 87.7 97.2 89.0 87.7 
76.2 61.0 5§ Teaction............cc00. 71.9 60.6 66.6 62.3 60.6 
369.2 232.5 4 Variety Stores........... 346.8 305.0 330.8 312.4 305.0 ” 
H—New HIGH record since 1931. 
DAILY INDEXES OF SECURITIES | 
N. Y. N. Y. Times 
Times Dow-Jones Avgs. ———50 Stocks——— 
40 Bonds 30 Indus. 20 Rails High Low Sales 
Monday, March 8....... 88.92 192.69 62.10 142.93 140.59 3,175,170 
Tuesday, March 9....... 88.76 193.29 62.20 142.36 140.27 2,387,670 
Wednesday, March 10... 88.89 194.40 63.06 142.39 140.65 2,823,660 
Thursday, March 11..... 88.57 192.22 62.61 142.22 140.22 2,739,430 || 
Friday, March 12....... 88.29 191.24 62.27 140.26 138.12 2,289,940 
Saturday, March 13...... 88.23 190.58 62.06 139.59 138.60 1,129,070 
Monday, March 15..... 87.94 189.41 62.03 139.03 137.46 1,766,740 
Tuesday, March 16...... 87.79 189.95 63.06 139.33 137.72 1,750,150 
Wednesday, March 17... 87.56 188.50 64.46 139.61 138.04 2,116,880 
Thursday, March 18..... 87.06 184.73 62.44 137.66 135.33 2,276,920 
Friday, March 19....... 87.17 184.56 62.58 136.83 135.26 1,741,170 
Saturday, March 20..... 87.11 184.04 62.58 136.22 135.09 713,030 








Latest Previous Year 
MONEY RATES Week eek Ago 
Time Money (90-day)... ... 114% 114% 1% 
Prime Commercial Paper..... %@1% %Ww@1% 4% 
Call Money............... 1% 1% %% 
Re-Discount Rate........... 112% 114% 112% 
CREDIT 
Bank Clearings, N. Y.t...... $4,910 $3,816 $5,133 
Bank Clearings 
(outside N. Y.)f......... 2,448 2,134 2,074 
Brokers’ Loans, F. R.t....... 1,136 1,147 1,010 
Last 
Mar. 1 Feb. 1 Year 
Brokers’ Loans N. Y. S. E.t.. $1,074 $1,026 $924 
New Corporate FinancingT.. . 225Fe 245Ja 165 
Latest Previous Year 
COMMODITY PRICES Week Wee Ago 
Finished Steel* ¢ per Ib. .... 2.605 2.605 2.084 
Pig lron* $ perton......... 23.25 23.25 18.84 
Steel Scrap* $ perton...... 21.25 21.08 14.75 
Copper, $ per Ib........... .16%4 1614 .091/, 
teed, $ per... 66.2.5. .0714 .0714 .0460 
pO | ee .0714 0714 .0490 
Vo eer 641g 66 .48 
Rubber, $ perlb........... +245, 2314 161 
Crude Oil (Mid-Cont.), $ per 
RMD Scacchi siercee kes 1.27 1.27 1.17 
Sugar, raw, $ perlb......... .0345 .0355 0350 
Silk, raw, $ perib.......... 2.08 1.99 1.7714 
Wool, raw, $ perib........ 1.12-1.15 1.12-1.15 -94 
Wheat, Price, May,$perbu.. 1.3814 1.341 97% 
Cotton Price, Mar., $ per Ib.. 21395 -1394 -1105 
Corn Price, May, $ perbu... 1.085% 1.067 59 
Year 
KEY INDUSTRIES Feb. Jan. Ago 
Steel Ingot Prod. (6) (tons)... 4,425 4,137 2,964 
U. S. Steel Corp. Shipments 
I oo coco y sc 1,133.7 1,150 676.3 
Pig lron Production (b) (tons). 2,999 3,211 1,823 
Operating Rate, % Capacity . 89.0§ 87.0 50.5 
Auto Production........... 350,000e 399,426 300,874 
Bldg. Contract Awards (d)*.. 188,591 242,844 140,419 
Residential Bldg. (d)*...... 63,012 78,424 31,175 
Cement Shipments*(bbis). . . . 4,678Ja 6,246De 3,917 
Coal Production (tons) Bit.* . . 41,740 40,940 41,154 
Cotton Consumption (bales)*. 664 678 516 
Mach. Tool Orders, '26— 
Waa isciicieckwcatiehe 165.2 200.3 112.1 
Latest Previous Year 
Week ee go 
Oil Prod., daily aver. (bbis.)* 3,373 3,299 2,808 
Stocks of Gasoline* (bbis.).. . 81,236 80,102 73,002 
Elec. Pwr. Output (kwh)T.... 2,212 2,199 1,893 
Latest Previous Year 
TRANSPORTATION Week ee Ago 
COICEINESY . oc cisiccesces 748 134 616 
Miscellaneous Freight*...... 312 305 255 
Merchandise, L.C.L.*...... 170 171 158 
Year 
TRADE Feb. Jan. Ago 
Dept. Store Sales '23-25— 
OSs a a ishiaie a6 biea8 95 93 83 
Mail Order Sales*®......... 52,855 63,154 43,396 


Merchandise Imports* 
Merchandise Exports* 


Business Failures (F)........ 721 
EMPLOYMENT Jan. 
Se  ) 96.4 
Durable Goods Industries (G) 90.2 
Consumers Goods (G)...... 103.0 
Factory Payrolls (G)........ 90.6 
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Dee. 
98.4 
92.7 

104.0 
95.1 


240,396Ja 244,712De187,482 
221,550Ja 229,733De198,563 


Year 
Ago 
86.8 
78.7 
95.4 
73.8 

















The Personal Service Department of Toe Macazine or Wa ut StrReEeEr will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Consolidated Edison Co., of N. Y. 


I am puzzled by the recent market per- 
formance of Consolidated Edison Co. of New 
York. Asa new reader, I would like to know 
your attitude towards it. Do you recom- 
mend holding shares bought at 48? Would 
this be a good time to average down?—P. J. 


S., Brooklyn, N. Y. 


An improvement in the general 
business picture enabled Consoli- 
dated Edison Co. of N. Y. to report 
an 11% increase in earnings in 1936, 
over 1935. This showing was par- 
ticularly good, since it demonstrated 
the company’s ability to carry in- 
creased volume business through to 
net, despite rate reductions. Re- 
duced interest and amortization 
charges also played an important 
part in the improvement registered 
but the full effects of the savings re- 
sulting from refunding operations 
probably will not be fully recorded 
until the first quarter of the current 
year. At the present time there is a 
notable increase in construction ac- 
tivities throughout the territory 
served by the organization’s facili- 
ties and this situation, together with 
generally favorable business condi- 
tions, suggests a further increase in 
both electric and gas sales this year. 
Gas rates were recently reduced fur- 
ther, reflecting economies brought 
about by unification of rate sched- 
ules as a result of the consolidation 
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of the system into one organization 
and the consequent saving in taxes 
and managerial costs. Further 
economies along this line should be 
possible and while there is no defin- 
ite indication that further rate re- 
ductions will not be forced upon the 
company, we nevertheless feel that 
these might be offset by increased 
consumption. Air conditioning is 
reported to be showing marked 
gains, while reduced gas rates sug- 
gest wider employment of that prod- 
uct for house heating. However, the 
prospect for the organization is be- 
clouded by the possibility of further 
necessitious rate reductions and in- 
creased costs, and while we _ be- 
lieve that holdings of the stock 
should be retained for income, aver- 
aging is not yet advised. 


Hiram Walker-Gooderham & 
Worts, Ltd. 


Can you tell me why Hiram Walker has 
stayed in a narrow range when most securi- 
ties have shown a sizable advance? Is early 
improvement probable? Do you favor re- 





tention of stock bought at 36%4?—E, N. §, 
Phila., Penna. 


In common with other distillery 
stocks, Hiram Walker-Gooderham 
& Worts, Ltd. shares have been 
colorless marketwise for some time 
past, due in part, at least, to the un- 
seasoned position of the industry. In 
addition, heavy stocks of aging 
liquors in warehouses, suggest that 
the keen competitive situation exist- 
ing will not soon be corrected. This 
situation arouses a_ considerable 
doubt as to the stability of the pres- 
ent price structure for both aged 
and young whiskies. Any _ such 
downward adjustment would un- 
questionably tend to lower profit 
margins of the distillers, although 
this could be made up through an 
increase in volume business. Thus 
far Hiram Walker has been able to 
maintain earnings on a very satis- 
factory basis; for the quarter ended 
November 30, 1936, a profit equal to 
$2.45 a share on the common stock, 
after preferred requirements, com- 
pared with $1.65 for the correspond- 
ing quarter of 1935. Because of the 
increasing consumption of Scotch 
whiskies, in the United States, due 
in part to the lowered tariff result- 
ing from the reciprocal trade agree- 
ment with Britain, the company has 
extended its interests in Scotland, 
according to a recent report. It is 
generally conceded in the trade that 
the demand for Scotch whiskies will 
continue well above pre-prohibition 
levels, at least until such time as the 
American bonded product is ready 
for the market in volume. This 
cannot be expected prior to 1938, or 

(Please turn to page 784) 





When Quick Service Is Required Send Us Prepaid 
a Telegram and Instruct Us to Reply Collect. 








THE MAGAZINE OF WALL STREET 








-—- wpe 











Nai 


llery 
ham 
been 
time 
un- 
. In 
ging 
that 
ist- 
This 
able 
res- 
ged 
uch 
un- 
‘ofit 
ugh 


hus 


vill 
ion 
the 
dy 
his 


id 
t. 














Oc 


7 Reasons 


Special Offer 


Your subscription 
will start at once but 


date from May Ist O TRADING 
ADVICES 
* O UNUSUAL 


financial interest in any 
issue or brokerage house. 








Why YOU should enroll 
Now as a FORECAST client 


1. A Bulwark Against 

Inflation. Through Forecast advices you are 
assured that your funds will be placed in espe- 
cially selected common stocks, offering the best 
possible hedge, through growth of your capital 


and income. 


2. Definite and Continuous 

Counsel. You will always know exactly what 
and when to buy and when to sell. Constant atten- 
tion is given to your trading and investment pro- 
grams conducted in accordance with our specific 
recommendations. 


3. Extensive Consultation 

Privileges. You may call at any time upon 
our Personal Service Bureau to analyze your hold- 
ings, to advise you what to retain and what to 
close out. We will take into consideration the 
nearby prospects of each security as well as ites 
inflationary and technical positions. 


4. Special Telegraphic 

Service. Wherever you reside, you may make 
near-term commitments quickly, and advantage- 
ously. Telegrams are transmitted in our private 
code for secrecy and economy. All are confirmed 
by mail the same day. 


5. Extraordinary Facilities 

for Service. At our command are the vast 
resources of The Magazine of Wall Street. Due 
to our location in the heart of New York’s finan- 
cial district, with our news and stock tickers, we 
maintain the closest check on securities on the 
principal exchanges. 


6. A Specific Program 

for You. Your own personal objectives and 
requirements, the amount of funds available, will 
determine which departments of the Forecast you 
should follow. Five special departments cover 
every possible service need—for Trading, Specu- 
lation and Investment. 


7. Our Fee Represents 

Capital Insurance. When you consider the 
necessity of best employing the hundreds or thou- 
sands of dollars that you use in following a secur- 
ity advisory service, you should avail yourself of 
one that provides ALL the advantages of The 
Forecast. 


Enter your subscription to The Forecast now 
and you will be advised of several stocks that 
offer quick and outstanding profits. We are 
now recommending three active issues as 
Trading Advices; three dividend-payers in 
our Bargain Indicator; and three low-priced 
stocks as Unusual Opportunities. 














90 BROAD STREET 


The INVESTMENT and BUSINESS FORECAST 
of The Magazine of Wall Street 


CABLE ADDRESS: TICKERPUB 


NEW YORK, N. Y. 


e I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast. I undere 


an entire year’s subscription.) 


Forecast acts only faa BARGAIN 


in an advisory capacity, INDICATOR 
handles no funds or MAME). coiccannded<cciosawanewaterces 
securities and has no 
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Short-term recommendations following intermediate market swings. Three or 
our wires a month. Three to five stocks carried at a time. $1,500 capital 
sufficient to act in 10 shares of all recommendations on over 60% margin. 


Low-priced common stocks that offer outstanding possibilities for market profit. 
Two or three wires a month. Three to five stocks carried at a time. $750 capital 

OPPORTUNITIES sufficient to buy 10 shares of all recommendations on over 60% margin. 
Dividend-paying common stocks with exceptional price appreciation prospects. 
ne or two wires a month. Three to five stocks carried at a time. $1,500 


sufficient to buy 10 shares of all recommendations on over 60% margin. 


ec cccccccee CAPITAL OR EQUITY AVAILABLE...........eee0e8 


+9 A ore rrrrr ere reeks Tee eee ee ee ee STATE .cccccccccceces ce scthcesccesces Mar. 27 


Include a Complete List of Your Present Holdings for our Analysis and Recommendations. 


stand that regardless of the telegrams I select I will receive the complete service by mail. ($125 will cover 


Send me collect telegrams on all recommendations checked below. (Wires will be sent you in our Private 
Code after our Code Book has had time to reach you.) 
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Folder with Trading Requirements on 


STOCKS BONDS 
COMMODITIES 


Sent fo Investors upon Request 


As members of the principal 
exchanges we are in a position 
to be of service to you in the 
purchase and sale of Stocks, 
Bonds and Commodities. 
— OR MARGIN ACCOUNTS 
IN FULL OR ODD LOTS 


Ask for ‘‘Booklet M.’’ giving trading 
requirements and other information. 


J.A. Acosta & Co. 


Members 

York Stock Exchange 
Y. Curb Exchange (Assoc.) 
New York Cotton Exchange 
ay York Produce Exchange 
N. Coffee & Sugar Exchange 
Palcone Board of Trade 
Commodity Exchange, Inc. 
New York Cocoa Exchange 


60 Beaver St. New York 
Phone BOwling Green 9-2380 


New 
N. 
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LARGE STOCK 
MARKET PROFITS 


On December 7th we selected INSPIRA- 
TION COPPER as an outstanding bargain 
stock. It was then selling at 13%. Since 
then it has sold above 32. Here is a profit of 
more than 140% in a few weeks. 

Of course, this is a rare and exceptional 
gain to make in such a short time, but it 
demonstrates what can be done if you 
ferret out stocks quoted at bargain prices. 

We have located another issue which ap- 
pears especially promising. Earnings point 
higher. The stock is listed on the New York 
Stock Exchange. Its action leads us to 
believe that it is due for a good advance. 
Still it may be picked up now at a very 
reasonable figure. 

The name of this stock will be 
you absolutely free. Also an _ interesting 
booklet, “MAKING MONEY IN STOCKS." 
No charge—no obligation. Just address: 


INVESTORS RESEARCH BUREAU, INC. 
Div. 543, Chimes Bldg., Syracuse, N. Y. 


sent to 





ROGER W. 
BABSON 


TELLS WHAT TO DO 


IF 


INFLATION 
COMES 


In this new book he gives expert 
opinion on scores of such vital 
questionsas: Willthe Government 
programs cause inflation? What 
about controlled inflation? Are in- 
vestment trusts a good risk? Etc 

Ask your booksellers for IF IN- 
FLATION COMES. Just out! $1.35 


F. A. STOKES CO., 443 FOURTH AVE., N. Y. 
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The Western Union Telegraph Co. 
New York, March 9, 1937. 
DIVIDEND NO. 255 


A dividend of 75 cents a share on the capital 
stock of this company has been declared, 
yut of surplus, 


on April 15, 1937, 


payable 
to stockholders 
of record at the close of business on March 20, 1937. 

G. K. HUNTINGTON, Treasurer. 





New York Stock Exchange 
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e 
Rails 
1935 1936 1937 
a High Low High Low High Low 
ee 60 35%, 88%, 59 87% 69% 
Atlantic Coast Line...... 374%, 19% 49 21% 554 44% 
B 
Baltimore & Ohio............. a | Th 2614 15% 401, 20% 
Bangor & Aroostook................. 49% 361% 4914 39 45 41 
OS ere 13%, 85 16 10% we 14% 
Chesapeake & Ohio 53% 37/5 Hb 51 68 63% 
ag Gt. Western Pfd.. te 5% 1 14 “ 181%, 13 
wet Paul & Pacific.............. 3 V, 2 11 % 4% 
CMa Peal & Pacific Pid... 4a, ly 3/5 2% ly 4%, 
Chicago & North W: 5 1 4% 1% Sh ih 
Chicago, Rock Is. & Peclfic. 2% la 3 1 3% 2% 
D 
Delaware & Hudson.................. aan 3% 545, 36% 58% 421, 
Delaware, Lack. & West. eee reer re 191, 234% 1444 241% 17% 
E 
2 oe : 14 Tye 11% # «11 23% 137% 
Great Northern Pfd...... 351% 9%, 46% 2%, 554% 40% 
I 
Ilinois Central............. 22% 9% 2912 1858 38 2214 
K 
Kansas City Southern................. 141, 3% 26 13 29 20 
SR oo SS ohne 11% 5 22 84 3% 2% 
Louisville & Nashville....:........... 643, 34 1023/4 5714 838i, 
M 
Min, Panes @ Tones... 2.2.0 .ceees 6% 2% 9% 5% 9%, 6% 
Mo., Kansas & Gaus me, | oR ee 16% 54% 33% 1414 34% 24%, 
Missouri Pacific. . : ek ksh eae 1 4 2% 6% 3 
N 
New York Central......... a 2934, 124%, 49% 2734 551%, > 
N. Y., ee & St. Louis..... 19 6 531 17%, 72 
N. Y.,N.H. & _—- PES oe 81h %, 61% 3 9%, 4 
Novfolk ee 218 158 310% 210 272 250 
Northern Pacific.......... 251%, 13% 36% 23%, 36% 27% 
Pennsylvania......... 32% 17% 45 8%, 501%, 39%, 
R 
BEN conosco c%c07 ss 43, 29% 50% 35% 47 41% 
Ss 
ios. cuess twee casas %, 35% 11% 45, 3 
eS ee 251% 123/, 477%, 23% 65% 421% 
Southern Reilway................ .. 161% 5i2 2614 12%, 43% 24 
T 
Texas & Pacific............ 281, 14 49 28 54%, 43% 
U 
Union Pacific......... . 111% 82% 149%, 108% 148%, 126% 
Ww 
Western Maryland................... 101/, 5% 121, Bl, 1134 8% 
Western Pacific..... 334 1%, 4 1% 4¥/, 2% 
es e 
Industrials and Miscellaneous 
1935 1936 1937 
A High Low High Low High Low 
Adams-Millis........ 37% 28 353% 17% 285, 24%; 
UII 5s s5 te 5 as sm 0.e 0 siacosei es wee 8614 58 801, 72) 
ee ere . 20% 134, 171 13 153% 14% 
Allegheny Steel.. Ee Sheet . 32 21 fy 26% 45% 36} 
Allied Chemical & Dye. . .. 493 125 5 157 = 225 
Alllied Stores. .......... - 314 201% 6%, 21% 161, 
Allis Chalmers Mfg... ... 33% 12 81 353, 831 67% 
Alpha Portland Cement... . 223, 14 34% 193%, 39%, 3014 
IB on ows bis.2 80 48% 125% 75 114% 101 
American Bank Note.... 473/ 131% 551 36 413%, 301% 
Amer. Brake Shoe & Fdy............. 421 21 70%, 40 80%, 67 
American Can............ 149%, 110 137} 110 121 105% 
American & Foreign Power 9% 2 93%, 6% 1334 71%4 
Amer. Power & Light....... : .. 9% 1% 14 % he 6% 11% 
Amer. Radiator &8.S..--........... 25% 10% 27% 183% 29 24% 
Amer. Rolling Mill....... aa NR crores 323; 1396 37 233%, 451% 33%; 
Amer. Smelting & Refining............ 645 315% 103 56%, 105%, aa, 
Amer. Steel Foundries................ 25% 12 64 201 73% 591% 
Amer. Sugar = 701, 501% 635% 48%, 56% 48 
8S eee 1601, 98% 1901, 1491 7 1721/ 
es rae 107 744%, 104 882 99% 80% 
Amer. Water Works & Elec. . 22%, 7% 27%, 1914, 29% 235% 
Amer. Woolen Pfd............ 68%, 351% 10%, 523, 79 
Anaconda Copper ne sXe 30 8 5534 28 6914 521 
Armour Co. of Ill... - 3% 732 472 13% 7 
Atlantic Refining. . 2014 35% 2657/2 37 301, 
Auburn Auto...... 15 5414 267/2 3634, 293/44 
Aviation Corp. Del 23%, Th, 47s 9% 6%, 
B 
Baldwin Loco. Works................ 6% 1% 11% 2% 11% 8 
op OS SO eee er 221 11% 381 21 43¥6 35% 
eee re 145, 5% 28%, 141 3514 261/g 
Beatrice Creamery.................... 20%, 14 2838 18 283, 25 
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1935 
Per B High Low 
Share yendix Aviation...... : 24% sa% 
{2.00 eaCo....... i 5714 
1.00 Bethlehem Steel. . 52 215, 
oeing Airplane. . 221 61% 
MUI eas earn eas aes 273%, 24 
ei borg can 8 LO EEE CTA Piotr er Hy 4 = 
r BU Sco eco cs oie e ate 
ye Se “3 sie 7 : - Png Simare eet 587 tf 
pon FA ttan Transit............ 46% 36 
2.86 cyrus Se een cee 8h 4% 
“2.80 Rn as ale 9% 3% 
Mes: Byers & Co. (A. M.).. 20%, #11 
Ss 
IE SOMO ip oie coisas .e.s o:0 x05 on x 6% 2) 
Coeds Dry Ginger Ale............ . 17% 81 
| Saree “> = [a 
ee Pe 'c:a)e pis ale ibipye orale dies 
SRE ao eee 35 isi 
Cerro de fens SS ree 65 38 
Chesapeake Corp 36 
Chrysler Corp 31 
‘ola C 93 721% 
Columbian ——-- ‘ 67 
Colum. Ges & 5%, 3% 
Commercial WORMS Nf oss eiec 8 391 
SR ee 2 56% 
Commercia' Solvents................. 23% 16) 
Commonwealth & Southem............ Is 
Consolideted _— oe Be ag Sy eset 34%, 15% 
Consol. ae ee Yeon es 614 
Container Coin Pe et ast indaaieslamern & 22 
ciekt Continental Baking, A 4) 
2.50 ESE Le reer 6234, 
SND I esc adole vs bso sashes 1514 
Com — Refining. . jatar 
. Pees 7 
Crown Cork & Seal... rarer Wes 2314 
aro rrr 2 
NEE SI a a. osc f5e wide 06 9:6 s.0'0s 6% 
Cutler-Hammer............ aed 47 16 
oceaid Deere & Co.. SOE 583, 223, 
[2.50 a, Corp. Seasrams. REPS See perer 381% 13% 
“a Dome Mines. Sechikescecescccce EA 341, 
Douglas SE a ee ee 58% 1714 
2.00 Du Pont de Nemours........... .. 146% 8654 
Eastman Kodak............. 17214 11014 
2.00 Electric Auto Lite................... 38% 1934 
Meee: Power @ LUGWE...6 6c k cece coe. 71h 114 
Endicott Johnson Corp..... : 66 523, 
Fairbanks, Morse. . 3914 17 
Firestone Tire & Rubber. 251% 131, 
First National Stores. . chaasisecex Me 443 
Foster Wheeler.............. 30 97% 
Freeport Sulphur........ 3056 1714 
6.00 G 
General Amer. Transpt. . . 4814 325 
General Baking.............. 13% 73, 
General Electric 407 201% 
SSEMDTOOUS. occu cecccessessscess SEae 30 
Oe ere a 59% 
ee ee rere 59% 2672 
General Railway Signal.......... 41%, 15% 
Gen, Realty & Utility................ 31% %y 
General Refractories............... 3314 163%, 
Glidden eee 233 
. Goodrich Co. (B. F.).. eae 14% = 71 
% d Goodyear Tire & Rubber...... 26% 153%, 
er 
H 
hare Hecker Products........... 22 14% 
|.75 Hercules Powder.............- 90 1 
00 NIM aos ee yc 4c ure’ 7 1h 
= Hudson Motor Car............ ; 1712 6% 
00 ! 
"20 Industrial Rayon.......... 363 23% 
50 Inspiration Copper............... 83/4 214 
00 Interborough Rapid Transit............ 23% 8%, 
00 inter, Business Machines............. 190% 149% 
00 ME SEVOUET 5 6.5.0566.000.0600c0s0 655 341 
00 inter, Nickel. . 41%, 22%, 
00 inter, Tel. & Tel... 14 5% 
= -_— 
‘s Johns-Manville........... 9914 84 
K 
ro Kennecott Copper....... 30% 13%, 
50 L 
00 -. . DASONe ee eeaer : .. 28% 2134 
00 Lehman Corp............. itscesss 671% 
00 Ibbey-Owens-Ford................ 491/, 211% 
| Liggett & Myers Tob.,B.............. 122 935%, 
80 
00 Seana sees ee 31% 
00 Lone Star Cement............... 36% 22% 
15 LE Sean < 26% 18% 
00 
ae Mack Truck. . ree 30% 185 
Macy (R. H.).. Sn aGia oes 301% 
Marshall Field.......... : 141%, 6%, 
RE asia oie .s, 46% ae ae 
5 Mathieson Alkall...... 33% 23%, 
70 cIntyre Porcupine. . 4558 33% 
0 McKeesport Tin Plate. . 1 90% 
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1936 1937 
High Low High Low 
32% 215% 207 25 
72 48 623%, 56 
17%, 45% =e 73 
37 16% 49%, 33% 
323 255% 28 261, 
9014 64 831 72%, 
187%, 121/ 23% 16% 
% 434%, 59% 49% 
58%, 40%, 53 40 
213%, 8h 251/, 20 
15% 0 9hs«18 % 124/ 
29%, 16% 33 27% 
161 6 20% 151% 
30%, 10% 37 271% 
186 921 176% 138 
91 543%, 100 851 
32%, 21%, 3 2654 
74 473, 863/, 671%, 
100 59 68 631%, 
138% 85% 135% 0%, 
134 84 1631 ps 
136) 94 124%, 1121/4 
23 14 20% 161 
84% 44 691, 58 
913%, 55 8014 68 
24 14%, 21%, 1814 
51 at/, ay, 3 
48%, 27%, 49y 
17% 111 17%, 155 
26% 15%, 321% 205, 
353% 10% 373%, 27% 
874, 63%, 69 59% 
44%, 2281/2 a 401/, 
821, 635%, 71%, 65% 
50% 24 561 
3 43% 100% 7414 
9%, 4 83 612 
21% 101 23%, 191, 
833, 434, 90% 82 
108%, 52 135% 1043 
34% 181%, 29 24%, 
611% ibe] 51 5 
824%, 50% 77%, 621% 
843%, 133 180% 167 
185 6 175%, 164% 
47% 30%, 45% 383, 
25% 63/g 26% 21 p 
69 53% 55% 
711%, 343% 1% 6014 
3644 24% 413%, 32% 
585% 521%, 48% 
453%, 241, 5414 3 
35% 23% 324%, 926% 
76 42%, 86% 71014 
20 10% 191% 16 
55 34% 644%, 52% 
44 333%, 4444, 391% 
70% 58 65% 6014 
77 53% 70% 60% 
57 32% 65% 53 
4% 2 5% 4%, 
71 334%, 10%, 62% 
554%, 39% 51%qy 943% 
35% 13% son 1 
31% 21% 4734 27% 
2134 1254 15% 1314 
50 84 5 1501 
13% 6% 175% 12% 
22% 13%, 23% 181 
41% 255%, 40% 36% 
24, 61/ 331 221 
18% 10% 13%, 1012 
94 60 89 172% 
1051 56% 1111 1021/, 
6632 431, 73 621 
194, 11% 15% 113, 
152 88 155 134 
63% 28%, 69% 56% 
263/, 15% 24 18/4 
123%, 89 137 8 
80%, 47% 79 67/4 
11614 97%, 114 1001/o 
671, 43 8112 64% 
61% 35% 7514 56 
261 2114 2856 223, 
49, 277%, 62%, 42% 
654%, 40%, 581%, 5014 
25%, 11% 30% 18% 
644%, 44 74 60 
42% 27% 41%, 374 
493%, 38%, 42% 38 
11814 8314 92%, 814, 
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Price Range of Active Stocks 


Industrials and Miscellaneous (Continued) 
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What /Z Stocks 


Do Experts Favor? 


Durinc the past 
four weeks the stock recommenda- 
tions of leading financial authorities 
have centered about 12 issues. The 
names of these favored stocks and 
the prices at which they are recom- 
mended are given in the current 
UNITED OPINION Bulletin. 


Experience has shown that stocks rec- 
ommended by three or more financial 
experts almost invariably show better 
than average appreciation. 

To introduce to you the UNITED 
OPINION method of stock forecast- 
ing—so successful during the past 
16 years—we shall be glad to send 
you without obligation this list of 
12 outstanding stocks—qa list avail- 
able through no other source. 


Send for Bulletin W.S. 58 FREE! 
UNITED BUSINESS SERVICE 


210 Newbury St. Fr Boston, Mass. 


- Full Lots - Odd Lots | 














LAPHAM, DAVIS 


sx BIANCHI 
Members New York Stock Exchange 
29 Broadway - New York 


Uptown Office Boston Office 
522 Fifth Ave. 49 Federal St. 





Stocks ¢ Bonds e Commodities 


Commission orders executed for 
cash or conservative margin 








































Odd Lots—100 Share Lots 


We will co-operate with conservative in- 
vestors dealing in Odd Lots of securities 
listed on the New York Stock Erchange. 


A copy of our booklet which explains the 
many advantages of Odd Lot trading will 
be sent to any one interested. 


Ask for M.W. 807 


John Muir’. 


Established 1898 
Members New York Stock Exchange 
39 Broadway New York 

















POINTS ON TRADING 
and other valuable information for investors 
and traders, in our helpful booklet. Oopy 
free on request. Ask for Booklet MC6 
Accounts carried on conservative margin. 


(HisHouM & (HAPMAN 


Established 1907 
Members New York Stock Exchange 
52 Broadway New York 
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DIVIDENDS and INTEREST 




















BRIGGS 


MANUFACTU RING 
- COMPANY . 
Dividend on Common Stock 


Directors of Briggs Manufacturing 
Company have declared a regular 
quarterly cash dividend offiftycents 
($.50) per share on the outstanding 
non-par value stock ofthe company, 
payable March 31, 1937, to stock- 
holders of record at the close of 
business March 25, 1937. 


as ss se es ee 











cent 


The Cudahy Packing Company 


Chicago, Ill., March 138, 19387 


The Board of Directors has this day declared 
the regular semi-annual dividend of three per 


(3%) on the 6% Preferred Stock of the 


Company and three and one-half per cent 
(342%) on the 7% Preferred Stock of the Com- 
pany, payable May 1, 1937 to stockholders of 
record April 20, 1937. Also the quarterly divi- 
dend of sixty-two and one-half cents (62'/2c) 
per share on the Common Stock of the Com- 
pany, payable April 15, 1937 to stockholders of 
record April 5, 1937. 


J. F. GEAREN, JR., Secretary 








KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Keep 

Posted Department, The Magazine of Wall 
Street, 90 Broad Street, New York, N. Y. 








*‘ODD LOT TRADING’’ 
John Muir & Co., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 


‘*TRADING METHODS’’ 
This handbook issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 


20 LEADING AVIATION COMPANIES 
This new 1937 booklet with late statis 
tical information which has just been is- 
sued by Dunscombe & Co., Members New 
York Stock Exchange, will gladly be sent 
to investors. (937 


MARGIN REQUIREMENTS, COMMISSION 
CHARGES 
J. A. Acosta & Oo., have prepared a fold- 
er explaining margin requirements, com- 
mission charges and trading units. Copies 
gladly sent investors and traders. (939) 


MAKING MONEY IN STOCKS 
This booklet, issued by Investors Re- 
search Bureau, will be sent free to in- 
vestors upon request. (953) 

UNITED BULLETIN 
Bulletin giving definite advice on leading 
stocks is issued by United Business Ser- 
vice. Free copy sent on request. (954) 
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"A LITTLE DOES ALOT” 


Send for free cook book and mixing guide. 





Address Angostura, Norwalk, Conn. 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 
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Industrials and Miscellaneous (Continued) 
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McKesson & Robbins................. 
Se ee 
Minn. Honeywell................... 
Minn. Moline Power................. 
Monsanto Chemical.................. 
Se LS eee 
J Se eS 


Nash Kelvinator. . . 
Natior.al Biscuit. .... 
National Cash Register 
National Dairy Prod.... 
National Distillers..... . 
National Le: ~ stasis sé cae 
National Power & Light............... 
LO Sara 









Newport Industries................... 
ree ee 
North Amer. Aviation............... 


oO 
SN ee eS oat was sea balseae 
2 errr 


P 
Pacific Gas & Elecitic..............00. 
Packard Motor Car...........ccccseee 
CO aa 





Phillips oo ee LEK Renee en ce eeee oe™ 
Le OS errr 


R 
Radio Corp. of America.............. 
Radio-Keith-Orpheum................ 
Remington nee PeeGbas sos sbskare aes 
4 Ree ee 
Reynolds (R. “hy ob. Ree 


MEER 6 na v4 0oo.os0e ence se» 
Schenley Distillers................... 
Oe SSS Se eer rer 
EM ccc a cincca sense es 
 . . a ie 

ony-Vacuum Corp...............- 
st see nd oie elipslek ce 
LS SS rr 
Standard Gas & Elec................. 
ee Le Le | 
St Re ee 
St LS ae ee 
ES ee errr 
STO eee ree 
CN ck Sila caceankaswaunnee 














ee ee 
Texas Gulf Sulphur................... 
Texas Pacific Coal & Oil.............. 
Tide Water Assoc. Oil............... 
Timken Detroit Axle................. 
Timken Roller Bearing................ 
Twentieth Century-Fox................ 


U 
Underwood-Elliott-Fisher.............. 
Union Carbide & Carbon.............. 
SS SE S aaa 
| Sa eee 
ED case duw a ouns ae eeaee 
EON soi o Gaws.c4 esas en's 
United Sea ere 


Walworth Co.. : 
Warmer Brothers Pictures. . 
Western Union Tel..... eee 
Westinghouse Air Brake.............. 
Westinghouse Elec. & Mfg............ 
EM Seek Sooo ows oso eon ae 
0 Se ee ere 
Worthington Pump & Mach........... 





Y 
Yellow Te. & Coach, B..............4. 
Youngstown Sh. & Tube.............. 


Z 
PRERIED: cbs <scnhossceiianssiss 


* Annual Rate—not including extras. 





1935 1936 
High Low High Low 
10%, 5% 14%, 85g 
42%, 241% 65 405 
ee Set UR 65 

7% 3% 1234 6% 
943, 55 103 79 
40 21%, 68 35% 
2144 43%, 22% 14 
36% 22%, 383%, 28% 
2314 13% 325% 21% 
22% 12 28%, 21 
3414 231% 33% 25% 
ea Gry 36% 26%, 
143, 4% 14% o% 
83%, , 78 5714 
361 181 83 3214 
10% 4% 40 9 
28 9 35% 234 

73, 2 14%, 6% 
14%, 9% 18 121, 
17% 4%, 20% 12% 
315 13% 1 303, 

7% He 13% 6% 
12 25 7% 
84%, 571% 112% 69 
281, 12%, 5634 255 

13%, 523% 38% 
53%, 42 56 40% 
463%, 2 50% 39 
52% 291 697 367% 
17 5y 2% 16 
13% 4 144 9%, 

6 1%, 10% 5 
20% 7 25 174 
20 9 29% 16% 
58 431 Ye 50 
46 31% 4956 27 
564%, 22 55%e 37% 
69%, 31 101% 59% 
12% Th 19% 11% 
16% Sie 28% 14% 
153%, 109 17% 12% 
84 43% 114% «63 
19% 12% 18% 144% 

9% 11 ov 5% 
41% 27% 47% 35 
33 15 23% 48% 32%, 
52% 354%, 10% 51% 
18% 6% 24% 16% 
151 2% 301 145, 
10 2%, 15% 9%, 
30%, 16% 55% 28% 
36%, 283%, 443%, 33 

91, 34, 1514 7% 
15% 7% 21%, «14% 
1314 4 +8 27% 121 
72% 28% 74| 56 
24% 13 385, 2214 
87, 53%, 102%, 745 
753%, 44 105%, 71%, 
24 14% 28% 20% 
3034 9% 3234 20% 
78 46 965%, 68 

Ty, 1% 9% 5¥% 
923, 60% 87 66/2 
1814 9% 1914 1414 

7 40% 125144 80% 
50% 351% 59 31% 
225 144%, 63% 21% 
1714 91 4934 163/, 

124% 913%, 103% 7214 
50% 27% 79%, 4638 
1194 73% 1543, 115% 

4%, 1 7 314 
21%, 11% 30% 16% 

ee a . 123, 51% 
103, 2%, 18% 9i/, 
71714 20%, 96, 721 
353, 18 50% 34%, 
983%, 325% 153% 994i 

9% 3% 11 6% 
65%, 51 1 444, 
254%, 11% 36% 231% 

9%, We 23% 8% 
47, 13 87%, 4134 
14%, 14, 42% 11% 


t Paid last year. 


1937 
High Low 
161% 125 
72%, 59 
0 102 
161%, 11 
101 901% 
69 53% 
20%, 17 
245, 7 
33%, 3056 
38% 29% 
26 23% 
35 27% 
ae 333% 
14%, 11% 
941, 70 
9814 781 
41%, 344, 
34% 271 
1734 1334 
221 17 
243 6) 
38 31% 
123% 101% 
28%, 2314 
103%, 97 
59% 52 
58% 4914 
651% 55% 
523%, 43 
721 66%, 
2444 1914 
123, 10% 
9% 1h 
291, 2114 
47, 27% 
30% 25% 
41 
5134 42% 
95%, 81 
17% 15) 
3434 26% 
191% 1614 
283, 221% 
16% 151% 
14% By, 
50 43% 
50 46% 
76 67%, 
21 17% 
335% 28% 
20 13% 
60 50%, 
43 38% 
1652 1314 
21% 201, 
28%, 22 
79 68 
40% 33% 
10014 89 
111 101%, 
284%, 24% 
354% 27% 
91 79 
81 6% 
8514 8014 
17 1434 
137 2 
435% 37% 
72%, 6014 
70%, 44%, 
105 8314 
1261, 5 
50 13934 
4% 3% 
39% 28%, 
18%, 1114 
18 143%, 
8314 71% 
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Financing Business Expansion 





(Continued from page 751) 


paired the quick asset position of the 
majority of these companies. Oil 
companies probably have the least 
favorable position of any of the ma- 
jor extractive industries in so far as 
working capital requirements are 
concerned. This is due to the fact 
that oil reserves are migratory and 
yee “discovered” must be developed 
competitively irrespective of mar- 
keting conditions or the financial 
strength of lease holders. The exist- 
ing proration system alleviates this 
situation and crude producing com- 
panies might be considered to enjoy 
a fairly good rating in working capi- 
tal requirements, but the refining 
and marketing concerns are about 
average of manufacturing and ser- 
vice industries. 

Group 5 comprises the railroads 
and public utilities. Railroads nor- 
mally have small working capital 
needs groups, due to the virtual 
absence of receivable, relatively 
small inventory and the ease with 
which equipment needs are financed 
through equipment trust certificate 
sales. In view of the public welfare 
aspect of our national transportation 
systems, working capital require- 
ments have been readily forthcom- 
ing from banking or public financing 
agencies. On the other hand, exist- 
ing working capital of even the 
larger and stronger system is very 
small and a majority of railroad 
companies presently exhibit actual 
working capital deficits in their cur- 
rent financial statements. 

Finally, the public utility oper- 
ating companies enjoy the most fav- 
orable position in regard to working 
capital needs, due to absence of 
receivables, inventory or violent 
fluctuations of demand over inter- 
mediate periods of time, aside from 
well defined seasonal and calculable 
power consumption trends. On the 
whole, the utility operating group is 
comfortably supplied with net quick 
assets in relation with normal re- 
quirements. Having built up good 
reserves during preceding years of 
higher earning power they have 
generally maintained their working 
capital positions during the depres- 
sion. The holding company units 
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in this field, however, show consider- 
able variance in their individual 
working capital positions. 

The majority of the larger com- 
panies in the groups which require 
the largest working capital, appear 
to have a satisfactory net quick asset 
position and future financing activi- 
ties for net working capital additions 
appear most likely to come from the 
secondary companies in these groups. 
Conventional banking practice dic- 
tates that working capital needs, be- 
cause they are for temporary or 
transitory purposes, should be ob- 
tained through temporary financing 
such as bank credit, commercial 
paper and banking acceptances. 
However, in view of the unusual 
banking and credit conditions pre- 
vailing in recent years, industrial 
companies have utilized permanent 
financing more often than not for 
general corporate purposes, includ- 
ing additions to their working capi- 
tal. Furthermore, the use of install- 
ment financing and commercial 
credit on an installment basis has 
come to be employed in increasingly 
larger proportions, whereas commer- 
cial bank credit has remained rela- 
tively low until the past six months 
o1 so. Furthermore, the installment 
financing plans of the large com- 
mercial credit companies have eome 
tc be used both for the financing of 
fixed assets, such as machinery and 





plant equipment, as well as for the 
financing of sales to customers. 
Frequently, new financing is un- 
dertaken with the double purpose of 
covering fixed capital expenditures 
and of augmenting working capital 
for temporary requirements at the 


same time. For example, when 
Montgomery Ward & Co. recently 
sold 625,000 shares of new common 
stock to its stockholders in order to 
raise over $25,000,000, the manage- 
ment planned to use from $10,000,- 
000 to $12,000,000 for working capi- 
tal to finance higher inventory costs 
and a larger volume of installment 
sales, $5,000,000 being set aside for 
permanent capital expenditures and 
the balance to pay dividends. Ordi- 
narily, payment of dividends out of 
new capital would be frowned upon, 
particularly since the company ap- 
parently will have to undertake new 
financing again to bolster its net 
working capital position only a few 
months later. Such departure from 
conventional financing practice, 
however, permits a substantial sav- 
ing of taxes imposed under the un- 
distributed earnings tax provision of 
the present tax law. Another 
example of how working capital re- 
quirements and permanent capital 
requirements might dove-tail in a 
new financing operation is seen in 
the $62,000,000 stock financing oper- 
ation of the Texas Corp., which will 
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utilize a large part ($22,500,000) to 
pay off bank loans and thereby pro- 
portionately increase working capi- 
tal. 

Preferred stock financing of the 
type undertaken by such companies 
as Glidden Company, Reynolds 
Metals, California Packing and 
others has served the purpose either 
of augmenting working capital or of 
permitting the companies to hold 
their working capital position intact, 
while obviating the tax penalties in- 
volved if earnings had been retained 
tc finance their expanding business. 
In view of the time lag between ac- 
tually receiving new capital through 
sale of securities and actually em- 
ploying this new capital in the 
business, new financing frequently 
has a temporarily adverse effect 
upon the earnings available for the 
enlarged capital. Generally speak- 
ing, new capital appropriated for 
plant expansion is likely to cause a 
greater time lag in this respect than 
new capital raised for working capi- 
tal purposes where it might be 
almost immediately employed in cur- 
rent operations. 





General Motors and Chrys- 
ler Appraised 





(Continued from page 760) 


have to increase only some 20 per 
cent or so to do this. While a 20 per 
cent increase would be a very im- 
portant consideration in the near- 
term profit trend, over the more 
distant future it does not seem quite 
so imposing. After all, there are 
many industries and companies that 
one can readily imagine doubling 
their output in a year or two—some- 
thing which is inconceivable in the 
case of the motors. In other words, 
the automobile companies in general 
and General Motors and Chrysler in 
particular lack at the present time 
the glamour which enables the more 
optimistic investors to foresee tre- 
mendous increases in business vol- 
ume far into the future. 


Although-we see no need for the 
hasty liquidation of General Motors 
and Chrysler stock, they will have 
their. rallies on which it might be 
well for investors who are heavily 
represented to exchange part of 
their holdings for issues with more 
clearly defined profit possibilities. 


782 











Prosperity Returns to 
Southern Rails 





(Continued from page 767) 


increased about $15,300,000 to $91,- 
000,000 and net income after cov- 
ering fixed charges 1.9 times was 
equivalent to $8.23 a share on 1,170,- 
000 shares of capital stock. In 1935 
charges were covered 1.4 times and 
the shares earned the equivalent of 
$3.53 each. Dividends totaling $6 a 
share were paid in 1936 and a pay- 
ment of $2.50 a share was announced 
earlier this year. The promise of 
dividends this year in excess of $6 a 
share appears to be well founded. 


Being a large coal carrier, Louis- 
ville & Nashville will be deprived of 
surcharges this year, which last year 
contributed an estimated $3,500,000 
to revenues. This was equivalent to 
about $3 a share. It is not unlikely, 
however, that the item of surcharges 
will be substantially offset this year 
by a larger volume of traffic. More- 
over, the road will have the benefit 
of an important savings in fixed 
charges, which were only partiaily 
effective in 1936. Traffic movement 
over the road’s lines was impeded 
earlier this year by flood conditions 
but recently has attained more nor- 
mal proportions. Damage to the 
road’s property by floods is not 
known as yet but is unlikely to 
reach serious proportions and sub- 
sequently flood rehabilitation work 
and materials in the territory should 
swell traffic and revenues. 

Selling around 96, the shares are 
reasonably valued in relation to po- 
tential earnings and dividends this 
year, and they may be credited with 
both investment and _ speculative 
attraction. 


Atlantic Coast Line 





Earned pez Share Recent 
1936 1935 Price Div. 
2.31 d3.08 52 1.00 


(d) Deficit. 





Owning 51 per cent of the out- 
standing stock of Louisville & Nash- 
ville, Atlantic Coast Line may be 
expected not only to share the prom- 
ise of that road, but in its own right 
should be an important participant 
in the improved outlook for its 
territory. 








Reflecting a larger volume of 
freight traffic and an appreciable in- 
crease in passenger traffic last year, 
gross revenues increased about 
$4,600,000 to $43,593,212. Net op- 
erating income increased more than 
70 per cent and with a total of $6 
in dividends on its Louisville & 
Nashville holdings, $3,580,200 was 
added to “other income.” The net 
result was a coverage for fixed 
charges of 1.3 times and the balance 
available for the stock was equal to 
$2.31 a share on 823,427 shares. 
Cash increased about $3,600,000 last 
year and the net gain in working 
capital was about $1,000,000. 

Although bonds comprise about 
two-thirds of the total capitalization 
of Atlantic Coast Line, total capi- 
talization on a mileage basis is con- 
siderably smaller than that of other 
major roads. Fixed charges are com- 
paratively light and for this reason 
deficits were not large despite the 
failure of the road to earn charges in 
full in the years 1932-1935 inclusive. 

The road was severely affected by 
the collapse of the Florida real es 
tate boom on the one hand and the 
rising tide of competition from coast- 
wise steamships and trucks and 
buses on the other. An adjustment 
of freight rates on citrus fruit late 
in 1935 has materially strengthened 
the competitive position of the road 
in bidding for this important freight 
item. Also the Atlantic Coast Line 
benefited by improved conditions in 
Florida, reflected not only in an ap- 
preciable increase in passenger traf- 
fic, but in a larger movement of 
other commodities, notably building 
materials and miscellaneous items. 
Recent estimates indicate an in- 
crease of 8,000,000 boxes in the Flor- 
ida fruit crop for the 1936-37 season 
and as a result of the damage to the 
California crop prices have risen 
substantially, carrying the inference 
of increased purchasing power for 
the southern grower. 

Estimates indicate that for the 
first quarter of the current year, 
Atlantic Coast Line will show earn- 
ings in the neighborhood of $3.50 a 
share. This includes the dividend of 
$2.50 received on Louisville & Nash- 
ville holdings in January and which 
was equal to $1.78 a share on the 
shares of Atlantic Coast Line. Last 
year first quarter earnings were 
equal to $1.69 a share, of which 
Louisville & Nashville contributed 
the equivalent of $1.42 a share. 

Atlantic Coast Line last year paid 
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THE TRAVELERS 


CONNECTICUT 


December 31, 1936 


THE TRAVELERS INSURANCE COMPANY 


ASSETS 


United States Government Bonds 
U.S. Government Guaranteed Bonds 
Other Public Bonds 

Railroad Bonds and Stocks 
Public Utility Bonds and Stocks 
Other Bonds and Stocks ‘ 
First Mortgage Loans ; 

Real Estate—Home Office 

Real Estate—Other 

Loans on Company’s policies 
Cash on hand and in Banks . 
Interest accrued . R 
Premiums due and deferred 


All Other Assets 


(Seventy-third Annual Statement) 


$313,501, 227.00 
6,896, 650.00 
79,013,905 .00 
60,967 ,997 .00 
69,685 ,513.00 
42,577,767 .00 
58 , 335,379.46 
11,878,356 .04 
49 251,497.76 
117, 802,455.28 
14,618, 386.68 


Reserves 


Reserves for Taxes 


Special Reserve 








8,101,907.81 — 
27,258, 231.46 urplus 
582,081.75 
$860 471,355.24 Torat 


Life Insurance Reserves 
Accident and Health Insurance 


RESERVES AND ALL OTHER LIABILITIES 
$728 , 507,080.20 


Workmen's Conan: nsation eel Lia- 
bility Insurance Reserves 


Other Reserves and Liabilities 


$20 ,000 ,000.00 
27 524,646.45 





10, 222,682.17 


52,074,099.39 
4,006,618.49 
2,519, 128.84 
15,617,099.70 


47, 524,646.45 





$860 ,471,355.24 











*TOTAL 





THE TRAVELERS INDEMNITY “COMPANY 


ASSETS 
United States Government Bonds 
Other Public Bonds 
Railroad Bonds and Stocks 
Public Utility Bonds and Suecke. 
Other Bonds and Stocks : 
Cash on hand and in Banks . 
Premiums in Course of Collection 
Interest accrued 


(Thirty-first Annual Statement) 


$6, 877,082.00 Unearned Premium 
,951 , 908.00 Reserves . ‘ 
,429 246.00 Reserves for Taxes 


6 
1 
1 
1,265 442.00 
2 
1 
1 





12,021,111.00 Special Reserve 
,457,775.60 Capital 
, 743,755 .96 Surplus 
85,545.05 
$26, 831,865.61 Toran 





RESERVES AND ALL OTHER LIABILITIES 


and Claim 


Other Reserves and Liabilities 


$3 ,000 ,000 .00 


6,909 , 966.20 





$8, 159,709.45 
376,411.35 
481,253.91 

7,904,524.70 


9 909,966.20 





$26 , 831,865.61 








*TOTAL 





THE TRAVELERS FIRE INSURANCE COMPANY 


ASSETS 


United States Government Bonds 
Other Public Bonds ae 
Railroad Bonds and Stocks . 
Public Utility Bonds and Stocks 
Other Bonds and Stocks . ‘ 
Cash on hand and in Banks . 
Premiums in Course of Collection 
Interest accrued mye Ae 


All Other Assets 


(Thirteenth Annual Statement) 





RESERVES AND ALL OTHER LIABILITIES 


and Claim 


$2,000 ,000.00 


5 031,973.70 





$12,986, 616.90 
81,068.74 
102,060.47 
2,474, 135.53 


7 ,031,973.70 





$11,716, 788.00 Unearned Premium 
500 , 376.00 Reserves 
1,053 ,013.00 Reserves for Taxes : 
2,709 ,483 .00 Other Reserves and Liabilities 
3, 321,986.00 Special Reserve 
2,127 ,000.35 ec 
11509, 243.50 pa 
120,396.19 
17,569.30 
$23 075,855.34 TOTAL 





$23 ,075 855 .34 











THE CHARTER OAK FIRE INSURANCE COMPANY 


(Second Annual Statement) 








RESERVES AND ALL OTHER LIABILITIES 

















ASSETS 
United States Government Bonds $1,005 ,055.00 —- for Taxes. sina608 ms 1,164.52 
: Capité ‘ 500 , : 
Cash on hand and in Banks . 213,365.08 Suraen 722612 34 
Interest accrued 5,356.78 
1,222 612.34 
*TOTAL $1, 223,776.86 TOTAL . 223,776.86 

















All bonds not in default are valued on the amortined basi s bends all other bonds oni ‘stocks at ve aluations prov ided by the National 


Insurance Commissioners. 


*Assets include securities deposited with State and other authorities, as re quired by law: 


Association of 


The Travelers Insurance Company $19,705,962.00; The Travelers Indemnity Company $1,199,089.00; The Travelers Fire Insurance 
Company $683,000.00; The Charter Oak Fire Insurance Company $300,000.00. 


ALL FORMS OF LIFE, CASUALTY AND FIRE 


INSURANCE 
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a dividend of $1 a share, the first since 
January, 1932. With the prospect 
that operating revenues will be 
larger this year, plus the likelihood 
of larger dividends from Louisville & 
Nashville, the road will undoubtedly 
pay a larger dividend, or be subject 
to the surplus profits tax. The pros- 
pect, as a whole, seems conserva- 
tively appraised by the shares at the 
recent level around 52. 





Answers to Inquiries 





(Continued from page 776) 


1939, since a minimum of four years 
is required for aging. Thus, the 
company’s position in the industry 
will be considerably strengthened 
since its products will include Scotch, 
in addition to its well known Can- 
adian and domestic brands. The 
organization’s line of gins is among 
the best sellers and the indicated 
efficiency of recent. plant and equip- 
ment additions should tend to keep 
costs down to a competitive basis. 
Finances of the company are be- 
lieved adequate and since earnings 
are well in excess of the present $2 
annual dividend rate, some increase 
this year would not be unexpected. 
While the shares may continue slug- 
gish in the market until the prospect 
for the liquor price structure be- 
comes clarified, retention of strictly 
long pull holdings appears fully war- 
ranted. 


American Smelting & Refining Co. 


With the continued increasing demand for 
metals, to what extent does American Smelt- 
ing & Refining reflect the possibility of still 
higher prices? I feel secure in the profit I 
now have, but I would like to know what 
to expect—J. J. F., San Francisco, Calif. 


Increased operations, coupled with 
a marked improvement in metal 
prices, enabled American Smelting 
& Refining Co. to report for 1936 an 
increase of 36% in net earnings, with 
the equivalent of $6.85 a common 
share, comparing with $5.01 in 1935. 
The further improvement which has 
occurred in both demand and quo- 
tations for copper, lead and zinc 
greatly enhances the prospect for 
earnings this year. The retirement of 
the 6% second preferred stock and 
bonds with funds derived through 
the issuance of rights to common 
stockholders, will tend to further 
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increase the earnings position of the 
stock. The company continues to 
enjoy record operations in gold and 
silver refining, but the greatest 
potentialities would seem to now 
exist in copper, lead and zinc which 
are showing such a strong upward 
surge. Finances of American Smelt- 
ing are in the best shape in a num- 
ber of years and this situation to- 
gether with the promising earnings 
outlook suggests liberal dividend 
payments. As a result of the offer- 
ing of 365,988 shares of common 
stock to its shareholders at $70 a 
share, the company not only is able 
to retire bank loans, funded debt 
and second preferred stock, but will 
have left over a surplus which may 
be used for plant expansion and ad- 
ditions to property account, if such 
action is deemed advisable by the 
management. Considering the well 
entrenched position of the company 
in both the refining and mining divi- 
sions of the metal industry, there 
would seem to be little question as 
to the company’s participation in 
the strong recovery being enjoyed 
by the industry throughout the 
world. In view of this prospect, 
there would seem to be a good pos- 
sibility of further enhancement in 
the market for the stock and we 
accordingly suggest that you defer 
profit taking. 


National Supply Co. 


I have 100 shares of National Supply which 
I bought at 55%. In view of my apprecia- 
tion in these shares, I am undecided whether 
to continue holding, and your opinion will be 
very much appreciated—D. McC, Tulsa, 
Okla. 

National Supply Co. is engaged in 
the manufacture of equipment and 
machinery used by the oil industry. 
As activity in the oil industry in- 
creases volume sales have gained 
considerably for the company. This 
is obvious in the report for the 
twelve months ended December 31, 
1936, when per share earnings on the 
common stock were $6.06 against a 
deficit of $1.29 a share for the like 
interval a year ago. This was the 
best showing made by the company 
since 1929 when per share earnings 
on the common equalled $11.48. 

However, the heavy arrears on 
the 7% preferred shares (amount- 
ing to $33.25 per share as of 
December 31, 1936) preclude im- 
mediate dividend disbursements on 
the common. A recent plan to re- 


move these arrearages has been abay. 
doned due to reverse decisions }y 
the Court in other similar cage, 
Nevertheless, it is expected that wit} 
earnings showing substantial jp. 
creases and prospects excellent fo; 
continuation of them, directors wij 
again turn their attention to the 
clearing up of arrears which would 
put the common stockholders in line 
for dividends. ‘The company en. 
joys a very satisfactory financial 
position, total current assets being 
$36,361,594, including cash of $4. 
418,666, against total current liabili- 
ties of $7,231,896 as of September 
30, 1936. This strong position as. 
sures the company sufficient work- 
ing capital to provide for the in- 
creased demand which is a direct 
result of substantially improved con- 
ditions surrounding the petroleum 
industry. Therefore, even though 
you are enjoying a substantial profit 
in the shares, we feel that the future 
prospects of the company are such 
that continued retention for still 
further appreciation is justifiable. 


U. S. Pipe & Foundry Co. 


I am wondering if the speculative possi- 
bilities in U. S. Pipe & Foundry Co. aren't 
pretty well discounted in current prices. | 
would like to have your views on this, and 
the probable investment course from here on 


—P. B., Portland, Ore. 


U. S. Pipe & Foundry Co. occupies 
a dominant position in its field. The 
company manufactures and sells cast 
iron pipe and special castings for 
water and gas mains and for numer- 
ous other purposes. It also makes 
machinery for the sugar and chen- 
ical industries and conducts a foun- 
dry jobbing business. In_ recent 
years increased usage of the “Super 
de Lavaud process,” a process for 
producing centrifugally cast iron 
pipe and other products for which 
the company has exclusive manufac- 
turing rights for the United States 
on a royalty basis, has enabled them 
to effect many manufacturing econo- 
mies. Obsolete methods have been 
abandoned due to larger use of the 
process. Due to its large depend- 
ence upon the building industry, 
the company’s earnings during the 
depression were very restricted. 
However, building and construction 
activities have increased substan- 
tially and the company’s earnings 
have gained according. For the 
year ending December 31, 1936, they 
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were able to report earnings on their 
common stock of $3.45 per share. 
When this is compared with 88 cents 
a share sustained in 1935, the re- 
covery cycle is very obvious. Con- 
tinuation of the building boom is 
expected to be reflected substantial- 
ly in the company’s future earnings. 
In our opinion, 1937 earnings will be 
considerably higher than those for 
1936. Larger profit margins will af- 
ford the company opportunities to 
continue the present dividend dis- 
bursement and enable them to con- 
sider more liberal ones in the future. 
Therefore, we believe that a con- 
structive attitude toward this stock 
may be continued and retention of 
your present holdings for future ap- 
preciation is recommended. 


Minneapolis Moline Power 
Implement Co. 

I am committed to 100 shares of Minne- 
apolis Moline Power Implement Co. and have 
hegun to wonder if present prices for the issue 
do not indicate the top levels for it. I would 
appreciate very much your suggestions as to 
the most logical course to pursue in future 
transactions —L. D. S., Baltimore, Md. 


Minneapolis Moline Power Imple- 
ment Co., a leading manufacturer of 
agricultural implements and related 
power machinery, will directly bene- 
fit from the indicated $1,000,000,000 
increase in farm income during 1936. 
Spring is the major buying season of 
the farmer and due to increased pur- 
chasing power of the individual sales 
should show large gains for 1937. 
Furthermore, with this increased 
consumer purchasing power and 
higher prices for his products, the 
farmer has become a safer credit 
risk. Therefore, manufacturers of 
farm implements are enabled to ex- 
tend longer credit to him for pur- 
chase of his machinery. Agriculture 
is becoming more and more de- 
pendent upon mechanized products 
for tillage of soil, and consequently 
is replacing old equipment with 
modern up-to-date implements. It 
follows, therefore, that the machinery 
equipment companies are substan- 
tially increasing volume sales, thus, 
enabling profit margins to continue 
satisfactorily. The year end report 
of Minneapolis Moline showed earn- 
ings of 14 cents a share on their 
common stock against a defict of 67 
cents in 1935. The company en- 
joys a very strong financial posi- 
tion, with cash and government se- 
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curities alone in excess of total cur- 
rent liabilities. Although the pre- 
ferred issue is marked by heavy ar- 
rears it is expected that a recapital- 
ization plan will be promulgated dur- 
ing the latter part of the current 
year to eliminate these. Naturally, 
with increasing earnings and the 
elimination of the preferred arrears, 
the common will be in a much better 
position to participate in future dis- 
bursements. In view of the ex- 
tremely satisfactory prospects and 
the current earning power of the 
company we feel that further appre- 
ciation is a definite possibility and 
recommend continued retention of 
your present holdings, in order to 
benefit from the future possibilities. 


General Railway Signal Co. 


I am tremendously pleased with my Gen- 
eral Railway Signal purchased at 444%. But, 
in view of the high levels at which it is now 
selling, please advise me if I should continue 
to hold—W. T. R., St. Louis, Mo. 


Even though current quotations 
for the shares of General Railway 
Signal Co. quite obviously antici- 
pate better future earning power 
than is recorded in the annual report 
for last year (17 cents per share for 
the stock) we feel that the outlook 
is so encouraging as to justify such 
anticipation. The volume of unfilled 
orders on the books of this company 
at the close of 1936, was nearly six 
times as great as the corresponding 
figure at the beginning of the year. 
In 1936, on a gross operating in- 
come of a little less than $1,200,000, 
the report showed a net income 
available for preferred and common 
dividends of $194,000. The increase 
in the orders received by this com- 


pany during 1936 reflects long over- 
due purchases by the railroads of 
replacement equipment, and the 
pace of increase in the coming years 
seems likely to increase substantial- 
ly. Much importance is placed, how- 
ever, upon the large percentage of 
orders received last year for new 
types of signaling systems which 
were developed during the depres- 
sion years. This provides another 
avenue through which undoubtedl; 
an increasingly large volume of busi- 
ness will be received. Under such 
circumstances, future statements 
could show such earnings as would 
very fully justify higher quotations 
for the shares. In 1929, on a gross 
operating income of $5,000,000 the 
company reported a net income of 
more than $3,000,000, “equivalent 
after preferred dividend require- 
ments, to $8.25 a share on the out- 
standing stock. The 1936 annual 
report disclosed increases in the mar- 
ket value of investments carried at 
$921,000 and estimated to have a 
value in excess of $1,000,000. The 
account “marketable securities” car- 
ried at $533,000 was estimated to 
have a market value of about $200.- 
000 greater than that figure. Cash 
at about $1,400,000 and other cur- 
rent assets totaling about $4,600.- 
000 may be compared with total cur- 
rent liabilities of only $337,000. 


Erie Railroad 


Taking into consideration the better busi- 
ness the railroads are doing, and the greater 
market interest in railroad issues, it seems 
to me that Erie Railroad should move higher 
this year. I would like your comments.— 
B. B., Buffalo, N. Y. 


We believe your attitude toward 
Erie Railroad shares is a reasonable 
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one. The fact that better business 
conditions predicated upon, and re- 
sulting in increased public purchas- 
ing power will be shared by the rail- 
roads of the country as a whole is 
self evident. Certainly Erie Rail- 
road, operating over 2,300 miles, ex- 
tending between New York and Chi- 
cago, and such important intermedi- 
ate points as Buffalo, Cleveland, 
Youngstown, Akron and Cincinnati, 
should obtain better than average 
share of the resulting traffic volume. 
Although Erie is understood to be 
primarily a eoal carrier, both anthra- 
cite and bituminous, it is interesting 
to note that manufactured goods 
account for only a little less than 
one-third of the tonnage, and only 
a little less than one-half of the dol- 
lar revenue. Preliminary reports for 
1936 show gross revenues at approxi- 
mately $85,000,000, and net earnings 
of about $2,200,000. These are 66% 
and 53%, respectively, of the gross 
revenues and net income reported 
in 1929 when the road earned for 
its common stockholders approxi- 
mately $6 a share. While it is not 
intended to suggest that Erie will 
duplicate its former high record in 
the immediate future, it is neverthe- 
less evident that given satisfactory 
conditions, the road can produce 
such earnings as would justify sub- 
stantially higher prices for the stock. 
Obviously, the shares are very high- 
ly speculative in character and there 
is no basis upon which to encourage 
the hope for near-term dividend con- 
sideration, particularly in view of 
the financial statements which show 
an excess of current liabilities over 
current assets. There is, neverthe- 
less, as you point out, a very defi- 
nite basis upon which to hope for 
appreciation over current quotations 
in the market price of these shares 
during the year. 





World Peace Hangs on 1937 
Crops 
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and all of Ireland. The production 
of wheat is about one-fifth of her 
consumption. The soil is splendid 
for wheat but too much moisture 
makes it soft and under quality. 
Some 50 million people use about 6 
bushels of wheat per capita per an- 
num, say 290 million bushels; of the 


786 


wheat so used imports run from 194 
million to 241 million bushels. 

England’s bacon and eggs and 
marmalade are known as her break- 
fast year in and year out, varied 
by a kippered herring now and then. 
The market supply of bacon is un- 
der the control of the Pigs Board 
and the Bacon Marketing Board; 
there are import quotas for bacon 
coming from abroad. In 1936 we 
had an adjusted quota of 46.5 mil- 
lion pounds of cured pork. We 
shipped 39.2 million pounds. Cal- 
culating averages somewhat rough- 
ly the United Kingdom imports 
some 900 million pounds of bacon 
annually. December, 1936, prices 
ran from $17 for green sides to 
$20.50 for American green hams per 
hundred pounds. 

It is evident that the United 
Kingdom must depend upon her al- 
lies in case of hostilities for her food 
supplies beyond such reserves as 
she may accumulate. There have 
been almost fantastic efforts to build 
up home production in pork, sugar, 
wheat and milk. Evidently, under 
pressure of re-arming, this policy is 
in process of partial abandonment. 

The accompanying table gives a 
view of the world situation in wheat, 
and permits a comparison which 
shows our production of this staple 
to be equal to that of the three large 
exporters combined, the Argentine, 
Canada and Australia. 

It is not intended to discuss pos- 
sible hostilities and the world or 
various national food supplies from 
the standpoint of wheat alone, but 
other food items, save the minor 
grains in part, do not lend them- 
selves to tabulation by national 
bureaus so adequately. 

Perhaps in this matter of food 
supply at time of emergency, it 
might be well to realize how meat— 
pork, beef or mutton, is a luxury. 
Meat is grass and grain stored up to 
be- consumed in another form, but 
of the original energy so consumed 


in bringing a pig to maturity or in 


feeding a herd of dairy cattle, there 
is returned but one-sixth thereof; in 
the item of roast beef, but one- 
eighteenth. Therefore, a nation’s 
meat-eating proclivities bear direct- 
ly upon the area which must be 
tilled and pastured. Acreage must 
be greatly increased if meat is to 
appear on tables twice a day, as 
compared with a vegetarian diet. 
The agricultural outlook for our 


own farmers is more cheerful than 
for many months. The buying from 
abroad which is taking Canadian 
and Argentine wheat at rising prices, 
removes the much exaggerated buga- 
boo of surplus. Present stocks on 
hand if all passed into the hands of 
the buyers in the world market, 
United Kingdom, Germany and 
Italy, will not suffice to build up the 
reserves which these purchases are 
meant to set up. 

Argentine wheat is mostly har. 
vested in December, this year it is 
just an average crop. The yield was 
spotty and grain was damaged some- 
what by rains during the harvesting 
and threshing season. The bidding 
of the European importing nations 
found a quick response in the Ar- 
gentine. Her exports for the calen- 
dar year 1936 ran to 59,169,000 
bushels. In January all records for 
wheat going out from the River 
Plate were broken by exports of 
28,701,000 bushels. The Argentine 
carry over will be very light. 

Australia’s crop was unusual in its 
high quality. In ordinary years 
Australia’s crop harvested in Decem- 
ber runs around 140 million bushels 
exports around 100 million. As in 
the case of the Argentine. Australia 
has been a lively seller of wheat on 
the current rising market. 

It is quite apparent now that 
Southern hemisphere exports will all 
be taken and the bidders still be in 
the market looking for wheat. We 
are quite obviously in one of those 
markets where delivery is felt to be 
of greater importance than price. 

The situation has grown constant- 
ly more pronounced since last Sep- 
tember. The world wheat carryover 
as of August 1, 1937, can be esti- 
mated as around 520 million bushels, 
less than half of the peak of 1934 
and lower than any year since 1925. 
For the present the surplus bugaboo 
is effectually banished. 

Federal crop experts estimate that 
total Winter and Spring wheat acre- 
age will yield a harvest on 67,268,000 
acres this year, compared to 48,820,- 
000 acres last year and 1928-1932 
average of 60,139,000 acres. This 
big increase appears justified and 
forecast of a carryover of 100 million 
bushels, as of July 1, next, holds no 
threat for the market. 

It may be taken for granted that 
with crops and markets flourishing, 
farm interest in production control, 
ever normal granaries, crop insur- 
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ance and tenancy relief is going to 
languish correspondingly. Farmers 
may be interested in plans to control 
and regulate commodity exchanges. 
It is apparently true that the pro- 
ducer cannot arrive at a viewpoint 
that gives due credit to the middle- 
man who carries the risk in the 
course of crop distribution. 


Crop experts are inclined to give 
present crop conditions a very high 
mark, conceding average normal 
weather. There have been some 
snowfalls in the dust bow! country, 
snow is the prime factor to offset the 
tearing winds and the levitation of 
the light, dry, dusty top soil. Late 
snow with wheat growing under it is 
an ideal condition. 


The advances in the price of cot- 
ton are causing some increase in “in- 
tentions to plant,” but no such 
rush as to forecast any huge surplus, 
even with a good crop year. It is 
too early to get condition figures at 
home or abread. 

The renewed confidence of the 
farmer in his future is evidenced by 
the fertilizer sales which have risen 
from a depression low level of 3 
million tons in 1931-32 to the esti- 
mated total for the current fertilizer 
year of 7.4 million tons. The use 
of chemical fertilizers is constantly 
entangled with proper crop rotation, 
the natural rebuilding of soil con- 
tent, instead of the repeated dosage 
of nitrogen-potash-phosphate. 

The immediate position of the 
farmer is too much of a squeeze for 
his comfort. On January 1, wheat 
on farms was 129 million bushels, a 
ten-year low. We had a small corn 
crop last year and more than half 
of the corn had been used by the 
turn of the year, when stocks on 
farms were figured at 810 million 
bushels, against 1,400 million bushels 
a year ago. Fat cattle are scarce. 
Pacific Coast citrus growers hurt 
by freezes. High prices for feed 
make the poultry yard something of 
a problem and have caused increased 
slaughter resulting in a record sup- 
ply of poultry in cold storage. This 
condition has also had the same ef- 
fect on both pork and beef. 


Trusting to the good graces of the 
weatherman and praying that prices 
may keep up through the coming 
harvest time, the farmer here at 
home feels better than he has since 
the depression invaded the hinter- 
land. The farmer has a good deal 
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of relief coming to him aside from 


governmental efforts. He felt the 
depression first and now to come out 
of it must abide in patience until 
crops mature and livestock can be 
brought to marketable age and con- 
dition. It begins to appear that the 
farmer is to havea day. There is an 
old French proverb to the effect that 
everyone prospers when the peasant 
has gold. We may rely upon it that 
farm prosperity will be the best 
thing for all of us, though we may 
hope that the warlike spirit in the 
air abroad may be dissipated as the 
cupboards and granaries fill. 





John Bull Goes Co-operative 
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Spokesmen for co-operative mem- 
bers characterize the movement as 
the most effective defense against 
the overthrow of the democratic 
form of government at the next gen- 
eral election. The party views with 
some alarm present consolidation of 
British industry for armament 
manufacture and foresees the possi- 
bility of a Tory right wing accepting 
and endeavoring under the guise of 
national necessity, to apply Fascist 
policy in the form practiced by the 
absolute dictators on the continent. 

The intrinsic aims and objectives 
of the Co-operative movement are 
confusing and in some respects, con- 
tradictory. On the one hand, they 
adhere to the principles of private 
property, the payment of interest 
on capital investments, the distribu- 
tion of savings arising from competi- 
tive trade. On the other hand, they 
denounce the capitalistic system for 
its failure to remove international 
trade restrictions or to ameliorate 
the distress of unemployment. They 
condemn the waste and inefficiency 
of private enterprise but at the same 
time fail to recognize the fact that 
without a competitive world mar- 
ket, the Co-operatives would be de- 
prived of the earning capacity for 
the distribution of cash interest and 
discount payments to their mem- 
bers. Thus shorn of its protective 
political covering, the Co-operative 
movement is neither Communistic 
nor capitalistic, but a hybrid form 
of both, perhaps more accurately 
identified, to coin a term, as “col- 
lective Capitalism.” 





What Federal Power Means 
to Industry and Investors 





(Continued from page 755) 


Public Service subsidiary, which in 
turn is controlled by Stone & Web. 
ster. In addition, there is an assorted 
variety of smaller, privately-owned 
power interests in the territory. Pos- 
sibly too far away to be affected are 
the properties of the California Ore- 
gon Power Co., Standard Gas, Elec- 
tric subsidiary. 

Industries Affected. Presumably 
in this class will be all the individ- 
uals and businesses that are cur- 
rently to be found in the area served. 
In addition, there will be all those 
which, it is presumed will be at- 
tracted by cheap and abundant elec- 
tric power. Something of a snarl has 
arisen already on this point. The 
Government evidently leans toward 
the theory that the available power 
should be distributed over relative 
wide areas at uniform rates. The 
stand seems to be favored by farm- 
ers and labor generally. On the 
other hand, there are those who be- 
lieve that in order to attract new 
industries the rates within a com- 
paratively narrow radius of Bonne- 
ville should be exceptionally low, 
gradually rising in ever widening 
circles in rough accord with the costs 
of transmission. Moreover, they 
point out that new industries will 
require contracts running longer 
than five years. However, in the 
long run what the Government 
wants undoubtedly will be the way 
the matter is settled and cynics will 
not find it hard to visualize a good 
many citizens in the outlying dis- 
tricts of Washington and Oregon 
obtaining their electricity partly sub- 
sidized by the general American tax- 
payer. 

What are these new industries of 
which there has been so much talk 
of attracting? At the present time. 
both Oregon and Washington are 
mainly agricultural states. The farm 
output is diversified—grains, fruits. 
vegetables, cattle and sheep figure 
prominently. Lumbering and _ the 
manufacture of wood products also 
is most important. Fisheries are ol 
considerable value, but have been 
declining. In Washington there i 
considerable coal and some also in 
Oregon. The non-ferrous metals, 
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gold, silver, copper, lead and zinc 
are more important than iron, al- 
though Oregon has the latter in 
commercial quantities. The popu- 
lation of the two states is under 
three millior, all told. Even this 
very brief sketch shows that the ter- 
ritory is not without foundation for 
an increase in the demand for elec- 
tric power, but one may well be 
skeptical about the time within 
which it can consume, and pay the 
fair cost of, the enormous amount 
that will be available within a brief 
few years. 

This is the first of a series of three 
articles. The second will appear 
soon in a forthcoming issue. 





Own Some Oils for Protec- 
tion and Profit 
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Mid-Continent, Phillips, and Union 
Oil of California. 

The international companies which 
make a considerable percentage of 
their income in foreign countries 
may be generally recommended. The 
threat of war in Europe is perhaps 
no greater than the threat of intol- 
erable labor conditions within the 
United States. Perhaps you should 
follow the old formula of having 
your money divided between at 
least three countries to minimize 
losses through political convulsions 
in any one. Suitable companies for 
this purpose are Gulf Oil, Texas 
Corp., Socony Vacuum, Standard of 
California and Standard of New 
Jersey. 

There are three companies listed 
on the Curb, which get all of their 
income from abroad and which can 
he recommended at present. Im- 
perial Oil refines and markets in 
Canada and through International 
Petroleum produces, refines and 
markets in Peru and Colombia. 
Either of these companies is recom- 
mended for investment. Creole Pe- 
troleum, previously mentioned un- 
der producers, operates solely in 
Venezuela. Its crude resources are 
very large at present while its un- 
proven possibilities are very great. 
Moreover its dividend may be in- 
creased at any time. 

The problem of investment means 
much more than just the selection 
of good companies. There is the 
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need of income. Some accounts must 
have secure income from the start, 
while others can wait for an ex- 
pected increase in dividend. Thus a 
speculative investment in Socony in 
1936 below 14 becomes a high yield 
investment in 1937. Every account 
has problems of its own. 





Profit Possibilities in 
Convertibles 
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indicated for the current year should 
be reflected in further gains in both 
sales and earnings for the company 
and increased purchasing power in 
important industrial centers should 
be especially beneficial. 

The value of the conversion fea- 
ture is being currently reflected in 
the quoted prices for the preferred 
shares and at any level above 15 for 
the common, the market value for 
the preferred will be about twice that 
of the common. Still obtainable to 
yield better than 4%, Butler Broth- 
ers 5% preferred is an attractive 
vehicle for income and profit. 


Otis Steel Convertible Preferred 


Although Otis Steel 544% con- 
vertible preferred shares are not of 
high grade investment caliber, in 
the present setting, at least, this con- 
dition is compensated for by the 
generous yield and the speculative 
possibilities attaching to their con- 
version feature. The 514% preferred 
shares were issued late last year in 
connection with a plan of recapital- 
ization to discharge accumulated ar- 
rears in dividends on the old 7% 
preferred stock. The conversion 
privilege provides that each share of 
preferred may be exchanged for four 
shares of common stock until March 
15, 1938; into three shares until 
March 15, 1940; and into 214 shares 
of common until March 15, 1946. 

Operations of Otis Steel embrace 
all major activities of the steel in- 
dustry from the production of raw 
materials to the fabrication of fin- 
ished products. Output, however, 
is largely the lighter forms of steel, 
such as sheet and_ strip used 
in the manufacture of automobiles, 
electric refrigerators, etc. For this 
reason, the months ahead may not 
produce the same impetus to the 


company’s earnings as is expected of 
companies producing the heavier 
types of steel. Nevertheless demand 
promises to expand and with the 
benefit of higher prices, the company 
should be able to cover fixed charges 
and preferred dividends by a good 
margin. The outlook for the com. 
mon, while speculative, is not with- 
out sufficient promise to suggest that 
the convertible feature for the pre- 
ferred shares may become increas. 
ingly valuable. 

Last year Otis Steel reported earn- 
ings equal to $1.31 a share on the 
$91,130 shares of common stock, a 
decline from $1.69 a share earned in 
1935. The decline last year was 
principally the result of sharply in- 
creased taxes. Financial position at 
the close of last year was com- 
fortable. 

Early this year the company is- 
sued $15,000,000 444% first mort- 
gage bonds, utilizing the proceeds to 
retire $10,827,500 6% bonds and 
for additions to plant designed to 
add to producing efficiency and 
broaden diversification of company’s 
output. These new bonds comprise 
the entire funded debt ahead of the 
128,327 shares of 544% preferred 
stock. 





Paper Stages a Recovery 
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circumstances favor a continuation 
of this encouraging condition. 
The Titan of the paper industry is 
newsprint; a Prometheus bound 
since the advent of the depression 
by rigid operating costs, inflexible 
interest charges and an arbitrarily 
fixed level of prices. Deficits, de- 
faults and dividend omissions de 
scribe the story of leading newsprint 
companies between 1929 and 1935. 
Effective capacity of mills is deter- 
mined by price; low prices cut out 
high cost producers while the more 
favorably situated manufacturers 
fight for tonnage to meet interest on 
bonded indebtedness. In 1933 news- 
print reached $40 a ton, still an un- 
profitable level for every one cot- 
cerned. It rose to $41 in 1936, then 
to $42.50, contract price for 1937. 
As an indication of prevailing con- 
ditions in the newsprint industry, 
representative figures of one of the 
largest Canadian companies are re 
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yealing insofar as actual and poten- 
tial earnings are concerned. During 
1936 the mill price, including labor 
and raw material amounted to 
$33.21 of which $2.11 constituted ad- 
ministrative and selling expenses, 
325.21 manufacturing costs, leaving 
agross profit of $5.89 before interest 
charges. After meeting such charges 
it is doubtful whether this or any 
other Canadian mill operated under 
the most favorable conditions at one 
hundred per cent capacity during 
the full twelve months’ period, will 
show any profit on junior securities 
on the base contract price of 1937. 

From a longer range viewpoint de- 
mand is of primary importance. In 
this respect the chief factors are; rate 
of newspapers circulation and adver- 
tising. Circulation is relatively 
stable, now 5% above the previous 
high. Advertising linage fell 40% 
from the 1929 peak but has already 
regained 29% of this loss. With a 
further advance in general business 
indicated, advertising linage should 
show continued gains during the year 
thus permitting maintenance of near 
capacity output at the 1938 contract 
price of $50 per ton or a gain of 
40 million dollars from sales on the 
1936 level—approximately 50 mil- 
lion if total effective capacity is at- 
tained. 

The new newsprint price also af- 
fords adequate protection against 
prospective higher operating costs 
and injects the possibility of en- 
larging the volume of transactions on 
the spot market—now of negligible 
proportions. Removal of the rigid 
contract system, will depend on the 
bargaining strength of such power- 
ful purchasers as Scripps-Heward 
and Hearst Beaverbrook and Roth- 
ermere whose efforts combined with 
the American Newspaper Publisher 
Association succeeded in squeezing 
the differential in the 19388 mark up 
from 2.50 to 7.50 dollars per ton. 

The securities of paper companies 
in all divisions of the industry, now 
in a stronger position than at any 
time during the past 8 years, ap- 
proach a predepression status. Con- 
tinued recovery in earnings is antic- 
ipated for Kraft manufacturers for 
the current year, and probably well 
through 1938, and for newsprint en- 
terprises beginning with 1938. Such 
companies as International Paper, 
Crown Zellerbach and Meade Corp. 
which produce all type and grades 
of paper afford to the investor a mea- 
sure of diversification to offset any 
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fluctuations in demand which may 
develop. In many cases, especially 
in the container field, represented by 
such companies as Sutherland Pa- 
per, Union Bag & Paper and Robert 
Gair, present share prices have dis- 
counted near term improvement 
whereas such companies as Abitibi 
Paper and Power and Consolidated 
Paper which still have a preponder- 
ance of idle equipment and St. Regis 
with its prominent participation in 
United Corporation offer more spec- 
ulative attractions. 





Can Consumers Absorb 
Higher Prices Today? 
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since supply depends so _ largely 
upon the variable and unpre- 
dictable factor of weather. Even 
should there be a recurrence of de- 
vastating drought in the “dust 
bowl,” however, average weather 
in other sections should mean a 
substantial increase in total farm 
production, due to generally en- 
larged plantings. There is noth- 
ing like a favorable price level to 





stimulate increased acreage. Should 
no drought occur or should drought 
be less widespread and destructive 
than in recent years, crops would be 
proportionately larger. 

On the whole, the chances appear 
to be that unit exchange value of 
farm products will experience no 
such gain this year as last, both be- 
cause the 1937 farm price outlook, 
on the average, is less bullish and 
because increase in prices of manu- 
factured goods will almost certainly 
exceed that of last year by a sub- 
stantial degree. It should be noted. 
however, that unit exchange value is 
not a true index of farm purchasing 
power. If this index remained at 
the present level through the year, 
larger crops would mean larger pur- 
chasing power. Indeed, even mod- 
erate decline in unit exchange value 
of farm products, could be offset by 
larger crops. A better index would 
be cash farm income adjusted to liv- 
ing cost. 

There remains to be considered in- 
vestor income and purchasing power. 
Dividends distributed last year are 
estimated at $3,360,000,000, an in- 
crease of about 50 per cent over 
1935. This is, of course, a very large 
addition to real incomes of the re- 





New York Curb Exchange 





ACTIVE ISSUES 
Quotations as of Recent Date 


1937 
Price Range 
——~—--—--~ Recent 
Name and Dividend “High Low Price 


Alum. Co. cf Amer....... 177% 146 173 


Amer. Cyanamid B (1.60). 35% 30% 30% 
Amer. Gas & Elec. (1.40). 483%, 36%, 37%, 
Amer. Lt. & Tr. (71.20)....... 26% 21% 21% 
Amer. Superpower. . lives 3 21, 214 
Assoc. Gas & Elec. WAN, yaoi 514 31% 33% 
Cities Service. . Sentara ae 53% 4 4¥, 
Cities Service Pid... 60 473%, 50% 
Colum. Oil & Gas (i. 20)... o 10% Th 9 

Commonwea!th Edison (74).... 139 11814 121 

Consol. Aircraft. . cicces 33% 224%, 29% 
Consol. Copper. . 101% Ty, 8%, 
Consol. Gas Balt. (3. 60). 89, 16%, 791% 
Creole Petroleum (1.50). . 38 31% 32 

Eagle Picher Lead (*.10)... 27%, 2% 2234 
Elec. Bond & Share....... : 28, 215% 23% 
Elec. Bond & Share Pfd. (5). 80 71%, #75 

Ex-Cell-O A. &T.(*.20)..... 27% 18%, 25 

Ford Mot. of Can. “A” (1) 293%, 221%, 25 

General Tire........... .... 38%. 18% 36% 
Glen Alden Coal (71)..... 15 12 12% 
Gulf Oil of Pa. (*.25)........ 63% 56 56% 
Hudson Bay M. &S.(1)...... 42 3214 36% 
Humble Oil (1.50) ry 87 II%q 82% 


1937 
Price Range 
——__——. Recent 
Name and Dividend High Low Price 
Imperial Oil (7.50)........... 24% 21 23% 
Iron Fireman (1.20)........... 27%, 23%, 24% 
Jones & Laughlin............ 12614 905% 120 
Lake Shore Mines (74)....... 59% 55% 5614 
Molybdenum.............. 11 9 9%, 
National'Bell Hess........... 3% 2% 2% 
National Sugar Ref. (2).... 28 25 26 
New JerseyJZinc ((2)....... 944%, 78 89 
Newmont Mining (*.75)...... 13534 120 123 
Niagara Hudson Pwr....... . 4% 13% 14% 
Niles-Bement-Pond (*.50)..... 51 41%, 41% 
Pan-Amer. Airways (11)..... 754% 59%, 68% 
oe ee re 9 6% 6% 
i, Re) er ae . 5% 4% 5 
Pepperel Mfg. (76)........... 14734 129% 130 
Pitts. Pl. Glass (*1)........... 147% 125 138 
Sherwin-Williams (4)....... . 154%, 133 15114 
South Penn Oil (71.50)....... 48 44 46 
Eye tae ee re 135, 9%, 11% 
United Lt. & Pw. "A"....... 1134 8 8% 
United Lt. &Pw.cv.PF.CL"“A” 75% 56% 58 


* Paid this year. 
+t Annual rate—not including extras. 
t Paid last year. 










cipients. In relation to trade vol- 
ume, however, this is far less im- 
portant than so-called labor income, 
because it amounted to only 5.6 per 
cent of last year’s estimated national 
income, because a much larger pro- 
portion of it goes into savings and 
re-investment than is true of labor 
income and because the figure is a 
gross, rather than net, amount in 
that a very big chunk of it is already 
earmarked for the income tax col- 
lectors, local and Federal. The total, 
incidentally, is not much more than 
half that of 1929. It is likely to be 
larger this year and if present rate 
of business activity is maintained 
without important or lengthy set- 
back possibly can approach 75 per 
cent of the 1929 figure. 

Against this, bond interest for 
the year is believed to have fallen 
slightly under $4,000,000,000, due 
largely to numerous refunding op- 
erations. It need hardly be said 
that that portion of the national in- 
come which is derived from bond in- 
terest is losing purchasing power. 

Well then, what does all this 
mean in relation to the business out- 
look? Can consumers absorb higher 


prices? The answer, in our opinion, 
is that they can and will—unless the 
cost of living increases much faster 
than we think it will. The reason 
for this optimistic conclusion is that 
what people spend does not depend 
entirely on what they get in the 
weekly pay envelope or the precise 
amount of goods and services it will 
buy. It also depends to a consid- 
erable extent upon their state of 
mind. 

It is a fact that the real wages of 
a substantial number of consumers 
are actually lower today than they 
were in 1932 at the bottom of the 
depression, since among many who 
were employed throughout the de- 
pression incomes have not risen as 
much since 1932 as has the cost of 
living—but these people were scared 
to death in 1932 and pinched every 
quarter until the eagle screamed. 
What consumers spend depends not 
only on how well off they are but 
how well off they think they are. 
Moreover, it also depends not alone 
on the pay envelope but on their 
willingness to anticipate income by 
buying on credit. 

Installment buying today is at 





Bank. Insurance and 
Investment Trust Stocks 





ACTIVE ISSUES 
Quotations as of Recent Date 


BANK AND TRUST COMPANIES 
Bid Asked 
79 


Corn Exchange (3) 

First National (160)................ 
Guaranty (12) 

Irving Trust (.60) 

Manufacturers (2) 

New York (5) 

United States Trust (+70) 


INSURANCE COMPANIES 
Aetna Fire (1.60) i 
Pistns Ue (T0NG).........000055 
Am. Surety (214) 
Fireman's Newark 
Gilons Falls (0,60)............050005 
Globe & Rutgers 
Great American (+1.20) 
Hanover F. (1.60) 
Hartford Fire (2) 


INSURANCE COMPANIES—(Continued) 
Bid Asked 
40%, 42, 
671%, 683/, 


Home (11.15) 

Ins. Co. of North America (7214).... 
Maryland Casualty 

National Fire (2) 

Phoenix (+214) 

Sun Life Can. (334). 

Travelers (16) 

United States Fire (21/2) 
Westchester F. (+1.30) 


INVESTMENT TRUST SHARES 
Amerex Corp............ 313%, 
Brit. Type Investors 

Bullock Fund 

Corporate Trust—AA 

Fidelity Fund 

Incorporated Investors 

Maryland Fund 

Massachusetts Invest 

Nation-wide Securities B........... 

No. Amer. Trust Shares 1958 

Quarterly Income Shares 

Spencer Trask Fund 

Uselps Voting Shares 


Tt Includes extras. * Ex. dividend. 





record high levels, most everybod 

is hopeful—and it will take mof 

than a moderate shrinkage in pup 
chasing power of current income i 
bring on a consumers’ strike such ag 
that of 1920. Meanwhile it is pog 
sible that enlarged production gf 
repressive steps by the Government 
or both may put a brake on priceg 
before some irreparable damage ig: 
done. 4 
In the past the dangers of price im: 
flation have usually not been recog:) 
nized or highly publicized in the 
press until the fat was in the fire, 
Today, with prices still 14 per cent’ 
under the 1926 level and far under’ 
the post-war peak of 1919-1920, 
everybody is talking about a rum) 
away rise in the cost of living. A 

future calamity that everybody” 
warns against usually doesn’t happen 
or, if it does, seldom is as bad as was 
feared. Watch out for something 
that nobody has warned you against! 





Happening in Washington © 
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“propaganda” efforts may be sub- 
jected to another Federal Trade 
Commission investigation. 


Trade agreements program will 
not expand rapidly in spite of three- 
year renewal just voted by Con- 
gress. State Department has used 
up all the “easy” countries, and next 
in line—England, Argentina, Italy, 
Spain—have many difficulties atten- 
dant. But slow and steady prog- 
ress is promised. 


Third term for Roosevelt is much 
discussed since he himself raised the 
subject by none too conclusive refer- 
ence to his “successor.” (A man 
may be his own successor.) Recall- 
ing Coolidge’s mystic “I do not 
choose to run,” observers think 
Roosevelt would consent to being/ 
“drafted.” 


School subsidies to states now be- 
ing discussed as necessary and proper 
Federal expenditure, suggesting that 
states’ rights may eventually be 
bought off and that Government will 
be able to shift back to states the 
many formerly local burdens it has 
half-shouldered—roads, relief, public 
works, ete. 
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